


U.S. Department of Justice 


Federal Bureau of Investigation 
Washington, D.C. 20535 


September 11, 2020 


MR. JOHN GREENEWALD JR. 


SUITE 1203 


27305 WEST LIVE OAK ROAD 
CASTAIC, CA 91384 


FOIPA Request No.: 1464977-000 
Subject: Saudi Arabian Oil Company 


Dear Mr. Greenewald: 


The enclosed 515 pages of records were determined to be responsive to your subject and were 
previously processed and released pursuant to the Freedom of Information Act (FOIA). Please see the 
selected paragraphs below for relevant information specific to your request as well as the enclosed FBI 
FOIPA Addendum for standard responses applicable to all requests. 


- 


In an effort to provide you with responsive records as expeditiously as possible, we are 
releasing documents from previous requests regarding your subject. We consider your 
request fulfilled. Since we relied on previous results, additional records potentially 
responsive to your subject may exist. If this release of previously processed material does 
not satisfy your request, you may request an additional search for records. Submit your 
request by mail or fax to — Work Process Unit, 170 Marcel Drive, Winchester, VA 22602, 
fax number (540) 868-4997. Please cite the FOIPA Request Number in your 
correspondence. 


Please be advised that additional records responsive to your subject exist. If this release 
of previously processed material does not satisfy your request, you must advise us that 
you want the additional records processed. Please submit your response within thirty (30) 
days by mail or fax to—Work Processing Unit, 170 Marcel Drive, Winchester, VA 22602, 
fax number (540) 868-4997. Please cite the FOIPA Request Number in your 
correspondence. If we do not receive your decision within thirty (30) days of the date 
of this notification, your request will be closed. 


One or more of the enclosed records were transferred to the National Archives and 
Records Administration (NARA). Although we retained a version of the records previously 
processed pursuant to the FOIA, the original records are no longer in our possession. 


If this release of the previously processed material does not satisfy your request, you may 
file a FOIPA request with NARA at the following address: 


National Archives and Records Administration 
Special Access and FOIA 

8601 Adelphi Road, Room 5500 

College Park, MD 20740-6001 


Records potentially responsive to your request were transferred to the National Archives 
and Records Administration (NARA), and they were not previously processed pursuant to 
the FOIA. You may file a request with NARA using the address above. Please reference 
file number 65-HQ-56703 in your correspondence. 


a One or more of the enclosed records were destroyed. Although we retained a version of 
the records previously processed pursuant to the FOIA, the original records are no longer 
in our possession. Record retention and disposal is carried out under supervision of the 
National Archives and Records Administration (NARA) , Title 44, United States Code, 
Section 3301 as implemented by Title 36, Code of Federal Regulations, Part 1228; Title 
44, United States Code, Section 3310 as implemented by Title 36, Code of Federal 
Regulations, Part 1229.10. 


a Records potentially responsive to your request were destroyed. Since this material could 
not be reviewed, it is not Known if it was responsive to your request. Record retention and 
disposal is carried out under supervision of the National Archives and Records 
Administration (NARA) according to Title 44 United States Code Section 3301, Title 36 
Code of Federal Regulations (CFR) Chapter 12 Sub-chapter B Part 1228, and 36 CFR 
1229.10. 


a Documents or information referred to other Government agencies were not included in this 
release. 


Please refer to the enclosed FBI FOIPA Addendum for additional standard responses applicable to 
your request. “Part 1” of the Addendum includes standard responses that apply to all requests. “Part 2” 
includes additional standard responses that apply to all requests for records about yourself or any third party 
individuals. “Part 3” includes general information about FBI records that you may find useful. Also 
enclosed is our Explanation of Exemptions. 


For questions regarding our determinations, visit the www.fbi.gov/foia website under “Contact Us.” 
The FOIPA Request Number listed above has been assigned to your request. Please use this number in all 
correspondence concerning your request. 


If you are not satisfied with the Federal Bureau of Investigation’s determination in response to this 
request, you may administratively appeal by writing to the Director, Office of Information Policy (OIP), United 
States Department of Justice, 441 G Street, NW, 6th Floor, Washington, D.C. 20530, or you may submit an 
appeal through OIP's FOIA STAR portal by creating an account following the instructions on OIP’s website: 
https://www.|justice.gov/oip/submit-and-track-request-or-appeal. Your appeal must be postmarked or 
electronically transmitted within ninety (90) days of the date of my response to your request. If you submit 
your appeal by mail, both the letter and the envelope should be clearly marked "Freedom of Information Act 
Appeal." Please cite the FOIPA Request Number assigned to your request so it may be easily identified. 


You may seek dispute resolution services by contacting the Office of Government Information 
Services (OGIS). The contact information for OGIS is as follows: Office of Government Information 
Services, National Archives and Records Administration, 8601 Adelphi Road-OGIS, College Park, Maryland 
20740-6001, e-mail at ogis@nara.gov; telephone at 202-741-5770; toll free at 1-877-684-6448; or facsimile 
at 202-741-5769. Alternatively, you may contact the FBI’s FOIA Public Liaison by emailing 
foipaquestions@fbi.gov. If you submit your dispute resolution correspondence by email, the subject heading 
should clearly state “Dispute Resolution Services.” Please also cite the FOIPA Request Number assigned 
to your request so it may be easily identified. 


Sincerely, 


Michael G. Seidel 
Section Chief 
Record/Information 
Dissemination Section 


Information Management Division 
Enclosure(s) 


FBI FOIPA Addendum 


As referenced in our letter responding to your Freedom of Information/Privacy Acts (FOIPA) request, the FBI FOIPA 
Addendum provides information applicable to your request. Part 1 of the Addendum includes standard responses that apply 
to all requests. Part 2 includes standard responses that apply to requests for records about individuals to the extent your 
request seeks the listed information. Part 3 includes general information about FBI records, searches, and programs. 


Part 1: The standard responses below apply to all requests: 


(i) 


(il) 


5 U.S.C. § 552(c). Congress excluded three categories of law enforcement and national security records from the 
requirements of the FOIPA [5 U.S.C. § 552(c)]. FBI responses are limited to those records subject to the requirements 
of the FOIPA. Additional information about the FBI and the FOIPA can be found on the www.fbi.gov/foia website. 


Intelligence Records. To the extent your request seeks records of intelligence sources, methods, or activities, the 

FBI can neither confirm nor deny the existence of records pursuant to FOIA exemptions (b)(1), (b)(3), and as applicable to 
requests for records about individuals, PA exemption (j)(2) [5 U.S.C. §§ 552/552a (b)(1), (b)(3), and (j)(2)]. The mere 
acknowledgment of the existence or nonexistence of such records is itself a classified fact protected by FOIA exemption 
(b)(1) and/or would reveal intelligence sources, methods, or activities protected by exemption (b)(3) [50 USC § 
3024(i)(1)]. This is a standard response and should not be read to indicate that any such records do or do not exist. 


Part 2: The standard responses below apply to all requests for records on individuals: 


(i) 


(il) 


(iii) 


Requests for Records about any Individual—Watch Lists. The FBI can neither confirm nor deny the existence of 
any individual’s name on a watch list pursuant to FOIA exemption (b)(7)(E) and PA exemption (j)(2) [5 U.S.C. §§ 
552/552a (b)(7)(E), (j)(2)]. This is a standard response and should not be read to indicate that watch list records do or 
do not exist. 


Requests for Records about any Individual—Witness Security Program Records. The FBI can neither confirm 
nor deny the existence of records which could identify any participant in the Witness Security Program pursuant to 
FOIA exemption (b)(3) and PA exemption (j)(2) [5 U.S.C. §§ 552/552a (b)(3), 18 U.S.C. 3521, and (j)(2)]. This is a 
standard response and should not be read to indicate that such records do or do not exist. 


Requests for Records for Incarcerated Individuals. The FBI can neither confirm nor deny the existence of records 
which could reasonably be expected to endanger the life or physical safety of any incarcerated individual pursuant to 
FOIA exemptions (b)(7)(E), (b)(7)(F), and PA exemption (j)(2) [5 U.S.C. §§ 552/552a (b)(7)(E), (b)(7)(F), and (j)(2)]. 
This is a standard response and should not be read to indicate that such records do or do not exist. 


Part 3: General Information: 


(i) 


(il) 


(iii) 


Record Searches. The Record/Information Dissemination Section (RIDS) searches for reasonably described records by 
searching systems or locations where responsive records would reasonably be found. A standard search normally 
consists of a search for main files in the Central Records System (CRS), an extensive system of records consisting of 
applicant, investigative, intelligence, personnel, administrative, and general files compiled by the FBI per its law 
enforcement, intelligence, and administrative functions. The CRS spans the entire FBI organization, comprising records 
of FB] Headquarters, FBI Field Offices, and FBI Legal Attaché Offices (Legats) worldwide; Electronic Surveillance 
(ELSUR) records are included in the CRS. Unless specifically requested, a standard search does not include references, 
administrative records of previous FOIPA requests, or civil litigation files. For additional information about our record 


searches, visit www.fbi.gov/services/information-management/foipa/requesting-fbi-records. 


FBI Records. Founded in 1908, the FBI carries out a dual law enforcement and national security mission. As part of this 
dual mission, the FBI creates and maintains records on various subjects; however, the FBI does not maintain records on 
every person, subject, or entity. 


Requests for Criminal History Records or Rap Sheets. The Criminal Justice Information Services (CJIS) Division 
provides Identity History Summary Checks — often referred to as a criminal history record or rap sheet. These criminal 
history records are not the same as material in an investigative “FBI file.” An Identity History Summary Check is a 
listing of information taken from fingerprint cards and documents submitted to the FBI in connection with arrests, 
federal employment, naturalization, or military service. For a fee, individuals can request a copy of their Identity History 
Summary Check. Forms and directions can be accessed at www.fbi.gov/about-us/cjis/identity-history-summary- 
checks. Additionally, requests can be submitted electronically at www.edo.cjis.gov. For additional information, please 
contact CJIS directly at (804) 625-5590. 





National Name Check Program (NNCP). The mission of NNCP is to analyze and report information in response to name 
check requests received from federal agencies, for the purpose of protecting the United States from foreign and domestic 
threats to national security. Please be advised that this is a service provided to other federal agencies. Private Citizens 
cannot request a name check. 


(b)(1) 


(b)(2) 


(b)(3) 


(b)(4) 


(b)(S) 


(b)(6) 
(b)(7) 


(b)(8) 


(b)(9) 


(d)(S) 


(j)(2) 
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(k)(2) 


(k)(3) 


(k)(4) 


(k)(S) 


(k)(6) 


(k)(7) 


EXPLANATION OF EXEMPTIONS 
SUBSECTIONS OF TITLE 5, UNITED STATES CODE, SECTION 552 


(A) specifically authorized under criteria established by an Executive order to be kept secret in the interest of national defense or foreign 
policy and (B) are in fact properly classified to such Executive order; 


related solely to the internal personnel rules and practices of an agency; 


specifically exempted from disclosure by statute (other than section 552b of this title), provided that such statute (A) requires that the 
matters be withheld from the public in such a manner as to leave no discretion on issue, or (B) establishes particular criteria for withholding 
or refers to particular types of matters to be withheld; 


trade secrets and commercial or financial information obtained from a person and privileged or confidential; 


inter-agency or intra-agency memorandums or letters which would not be available by law to a party other than an agency in litigation with 
the agency; 


personnel and medical files and similar files the disclosure of which would constitute a clearly unwarranted invasion of personal privacy; 


records or information compiled for law enforcement purposes, but only to the extent that the production of such law enforcement records 
or information ( A ) could reasonably be expected to interfere with enforcement proceedings, ( B ) would deprive a person of a right to a 
fair trial or an impartial adjudication, ( C ) could reasonably be expected to constitute an unwarranted invasion of personal privacy, ( D ) 
could reasonably be expected to disclose the identity of confidential source, including a State, local, or foreign agency or authority or any 
private institution which furnished information on a confidential basis, and, in the case of record or information compiled by a criminal law 
enforcement authority in the course of a criminal investigation, or by an agency conducting a lawful national security intelligence 
investigation, information furnished by a confidential source, ( E ) would disclose techniques and procedures for law enforcement 
investigations or prosecutions, or would disclose guidelines for law enforcement investigations or prosecutions if such disclosure could 
reasonably be expected to risk circumvention of the law, or ( F ) could reasonably be expected to endanger the life or physical safety of any 
individual; 


contained in or related to examination, operating, or condition reports prepared by, on behalf of, or for the use of an agency responsible for 
the regulation or supervision of financial institutions; or 


geological and geophysical information and data, including maps, concerning wells. 
SUBSECTIONS OF TITLE 5, UNITED STATES CODE, SECTION 552a 
information compiled in reasonable anticipation of a civil action proceeding; 


material reporting investigative efforts pertaining to the enforcement of criminal law including efforts to prevent, control, or reduce crime 
or apprehend criminals; 


information which is currently and properly classified pursuant to an Executive order in the interest of the national defense or foreign 
policy, for example, information involving intelligence sources or methods; 


investigatory material compiled for law enforcement purposes, other than criminal, which did not result in loss of a right, benefit or 
privilege under Federal programs, or which would identify a source who furnished information pursuant to a promise that his/her identity 


would be held in confidence; 


material maintained in connection with providing protective services to the President of the United States or any other individual pursuant 
to the authority of Title 18, United States Code, Section 3056; 


required by statute to be maintained and used solely as statistical records; 
investigatory material compiled solely for the purpose of determining suitability, eligibility, or qualifications for Federal civilian 
employment or for access to classified information, the disclosure of which would reveal the identity of the person who furnished 


information pursuant to a promise that his/her identity would be held in confidence; 


testing or examination material used to determine individual qualifications for appointment or promotion in Federal Government service 
the release of which would compromise the testing or examination process; 


material used to determine potential for promotion in the armed services, the disclosure of which would reveal the identity of the person 
who furnished the material pursuant to a promise that his/her identity would be held in confidence. 
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Federal Bureau of Investigation 
Houston, Texas 


; ; b6 
Attn: Special Agent] — 


ARAMCO SERVICES COMPANY - 


1100 Milam, Houston, Texas 77002: 


September 4, 1981 





Attached are memoranda from our files which detail our inquiries into the 
fraudulent: wire transfer attempt. They contain the following information: 


Exhibit A 
Exhibit B 


Exhibit C 


Exhibit D 


Exhibit E°: 


Exhibit F 


Exhibit G 


Exhibit H 


Exhibit | 


Exhibit J 


Sumnary of events up to April 2, 1981 


Details of telephone call on March 13, tof san 


Treasurer's Dept. 


Details of call on Harch 33, tol) 
[_____——sidjwherein she gave caller First City Genera 


account number. 
Calis on March 16 and 17 detailed 


Call on March 13°wherein caller found out where certain 
treasury personnel worked. 


Summary of events 

Memo concerning calls written by Treasurer's Dept. 
showing first contact with First City Wire Department 
was on March 17. 


Memo reflecting one call came from public phone 
booth on compus of Florida State University. 


Memo reflecting attempt to obtain balance in general 
account at First City 


More detail on above call (see Ex. I) 





« » 


September 4, 1981 
Page 2 


Exhibit K - 08&B report on Monex 


Exhibit L - Transcription of call received my ae 
nterviews with ——————s«dYdLASC Banking Division, and| rer a 
| | disclosed that to their knowledge, ASC’has not conduc any 


business with Monex,[ Ss directly with the Farmers and 
Merchants Bank. 
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ARAMCO 
SERVICES COMPANY 
1100 MILAM 
HOUSTON, TEXAS 77002 





April 2, 1981 
b6 
b7C 
Room T-466; Tower Building 
Arabian American O11 Company 
- Dhahran, Saudi Arabia 


Subject: Attempt to Secure Sensitive ASC Data Regarding 
Electronic Transfer of Aramco Funds 


Dear b6 
The following summary relating to the efforts of an indi~ 
vicual to secure information concerning Aramco/ASC banking relation-~ 


Ships is furnished pursuant to the April 2, 1981, telephonic request 
of | | 


During the period March 13-17, 1981, several representatives 
of the ASC Treasurer's Department received telephone calls froma 
person or persons representing themselves as employees of the Hou- 
ston National Bank or First City _N Bank t 







epartmen enerally the contacts related 
to ef forts to secure information or confirmation of information 
pertaining to Aramco/ASC banking activities and electronic fund 
transfers. During one contact, the individual was given the 
account number of the Aramco/ASC general account at the First City 
National Bank of Houston when he represented himself as a bank em- 
ployee and asked to which account a $1.2 million deposit he was re- 
ceiving from Dhahran should be made. Special Audits and ASC Treas- 
urer representatives contacted representatives at Fixst City National 
Bank of Houston and a "call back procedure has been confirmed to en- 
sure that Aramco/ASC funds are only transferred based on authorized 
request received from og 2 GW Q arned that a person or 
persons using the name and represent- 
ing themselves as an Aramco Treasurer's representative from Dhahran 
or ASC had telephonically contacted the Houston National Bank and 


First City National Bank of Houston attempt to secure Aramco/ASC 

banking data. a employed in 

ees ia not make the call to the Houston Bank ‘in quevtion. 
A Houston National Bank representative inadvertently confirmed 


the appropriate balance in the ASC account when asked if the balance 
was still in the realm of $99,000-$100,000. 




















The person or persons making the contact with ASC and the two 
Houston banks has not requested a transfer of funds to be made from 
Aramco/ASC accounts although bank representatives suspect 





Exhrhot A. 





b7C 


that was what the person intended to do at some future cate. 


ii banking facilities with whom Aramco/ASC has financial 
ships and Aramco Treasurer Orcanization have been tele- 
liy alerted by ASC regarding the unauthorized attempts to 
Aramco/ASC financial information. A copy of ASC letters 
ming the telephonic alert are attached. It appears that 
ig taken all necessary action to ensure that no unaetithorized 
nsiexrs of Aramco/ASC funds are made. 


ays lagen qoment agi of the Houston National Bank, on their own, 
to agree £0 make any transfer that may be xvequested in the future ¢ 
and have authorities intercept the: person or persons that contact 
the financial activity designated to receive the funds. This 
approach is to be accomplished by the bank with no Aramco/ASC in- 
volvement and no Aramco/ASC funds will be used. 


Special Audits intends to examine a sample of electronic 
fund transfers made during the preceeding 30-60 days to verify 
established procedures are being followed. The examination will 
include verification with the appropriate banks to determine if 
only authorized transfers of Aramco/ASC funds have been made. 

Yours truly, 


: ARAMCO SERVICES COMPANY 


RAT: ICS/3¢g b6 


b7C 
Se [| 








af 


ARA.ACO.SERVICES CC APANY 


N00 Milgsysteustos. Texas 770202 





| b6 
b7C 


sntrernationg ivision 
Crocker National Bank 
P.O. Box 38010 

San Francisco, CA 94138 


peat [ 


‘ During the last few days, several meabers of our start and 
an officer of one of the Eouston benks have, received phone 


” 


calis from_a person or persons variously Sdentisyi thena- 
selves 2s ‘+ b6 


They have represented thenselves 2s an enployee of either PIC 
our Dhahran Treasurer's, Organization, Houston National Bank 

or FPirst City National Bank. Our initial investigation 
xeveals that no such individuals exist: 


These persons have attenpted, through various ruses, to 
obtain information about Aramco's benking relationships and 
* seen to be faniliar ‘with.the nesnes of several individuals 
in ASC's Treasurer's Departnent. At present, these at- 
tempts appear to’ be limited to the Houston area. We do not 
know how these persons might attenpt to utilize eay infor- 
‘mation they obtain. 


We would appreciate your assistance by alerting appropriate 
; personnel ‘in your organization of ' these attenpts and 
@irecting them “to refer any unusual inquiries to you. tf 
you should be’ contacted, ve would appreciate your advising 
us 2S soon as possible. Conversely, we will infora you of 
‘any new developments. 


a 
»* 


ay b6 


Very truly yours, b7C 


treasurer's Department 


oe 


MRC/sal 


wenoranoun. - _ CORFRERTEL 


Houston, Texas 


March 20, 1981 ws 


/\ 
Cu b6 





TO: 
FROM: 
SUBJECT: Telephonic Attempts to obtain Information from ASC Treasurer's 


ee ki Rel ee eh oh ee ete ee kh tS eee 


; b6 
ASC Treasurer's Department, was interviewed con- b7C 


cerning the person who was attempting to solicit data on ASC Treasurer's bank 
accounts. She advised essentially as follows: 


: : b6 
| A call came in onl sd ane on March 13, 19 “00 p.m., ae 
and the Operator asked if she would accept a cali from She 
responded that she did not know of anyone by that name and did not feel) right 


about accepting a collect cali. The person placing the call, a mate, then 
came on the line and said, very rudely, "if you feel that sarcastic, I'l] hang 
up", and he did hang up. She was rather surprised at that response and asked 

a person sitting at her desk if she had been arbitrary or sarcastic during the’ 
conversation. She was assured the tone of her voice was not unusual. 


*. 


thought the call was unusual in that the Operator did not give ae 

the caller's full name or origin of the call. She ‘did not remember anything 

especially distinguishing about the voice, no ethnic or regional dialect. She 

is convinced the call was, in fact, a long-distance call because 

voice sounded more distant than a local call. She has heard that others tn 

the Treasurer's Department also received calls, and feels her's was from the 

same person. She has not listened to tapes of other calls to the office. 
b6 
b7C 


RLL: jg 
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M E MORAWND U M 


mill 
Houston, Texas 
March 20, 19821 
Sf 
TO = b6 
b7C 


SUBJECT: Telephonic Attempts to Obtain Information from ASC 
Treasurer's Department 


= eR os a ome ie a ee eS Oe ee eed Vee ees es ee ee ee ee es ee on tes om — wo oe ee ee =e oe ee ee eo ee ee oe ee a ee ee ee ee ee a | eS tee, es ee ee tee ee ee oe 


b6 

ee. Treasurer's Department, stated b7C 
substantially as foilows: 
On Friday, 3/13/81, at approximately 12 Noon, she received 
call on Extension 5979 from a man who identified himself - 
ae ¢ National Bank. She thought he may have first asked £0r 
who was then out for lunch. The caller said he was ex-. pe 

pecting a transfer of $1,200,000 from Dhahran and asked for ASC’s ._ p7c 
First City National Bank account number. She asked him which one 


ana he said any of them, just so they could complete the transfer. 
She then gave the First City National general account number. The 


caller said, “Yes, I have it on my CRT". She realized the conversa- 
tion was ‘unusual ana old the caller he could talk to 
and put him on ho had just walked up to her and she told: 


him of the call. told her that the caller had no business 
asking about ASC account numbers. She then put the caller back on 






line and he said he had alreaa She told 
him that he had better talk to He asked what time he 
woul@ag return and she said abou minutes. She-aske@d for his nvum- 


ber and he said "658- " and then there was a click on the Line and 
no further response. She assumed he had hung up. 


On Tuesday, March 17, the same person calles ed for 
CT He identified himself as Houston b6 
National Bank. She transferred the call to and told[. b7C 


"that kook is on the line again". Although he gave a different name 
and identity, she is certain he is the same person she spoke to on 
the previous Friday, March 13. 


She described the voice as deep and gutteral and sluggish; il.e., 
pauses between words as if he was not familiar with the English 
language. She thought he had an accent, but she could not identify 
it to a particular area, country or ethnic origin. During the con-~ 
versation on March 313, she heard clicking sounds, which she could not 


specifically identity. 
es 
b7C 
Special Audits 
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ia MEMORANDUM ——SORrBT 


| 
| 
Houston, Texas 


March 20, 19812 


TO: 


[| 


Telephonic Attempts to Obtain Information from ASC 
Treasurer's Department 


FROM: 


SUBJECT: 


fe eee RTS Department, said she received three 


collect calls from on Friday, March 13, 1981, and she 
refused to accept them al 


On Monday, March 16, she received a call from|_____———_—i| who repre=- 
sented himself as from the Houston National Bank. He knew 
ASC's account number with Houston National Bank and knew the balance | 
of $99,000. His conversation generally was to get information on 
Wire transfers to Saudi Arabia. She told him there was very little 
reason to transfer funds to Saudi, especially from that account. He 
also knew that ASC had an account with Pirst City National Bank. The 


tone of his voice was very abrupt, especially when her responses were 
not specific to his questions. 


On ame voice called, but represented himself 
as ith Houston National Bank. There was very 
Little conversation until she ‘asked him to hold for a moment. 

plugged in a dictaphone, and then goe him back on line. 


alLance oxL the conversation was recorded. 


said she had previously experiences with 
na she would pro- 


this caller at the specific request off a . 
vide Special Audits with a copy. For this reason, the above is skele- 


tonized as to her conversation with the caller. 


She said the caller seemed to have knowledge of financial transactions, 
but his conversations were obvious attempts to gain additional specific 
information concerning ASC-Aramco fund transfers. He was not very 
courteous and therefore she did not believe his contention that he 

was a bank employee. He was aware, however, that only certain ASC 
persons had transfer approval authority. 


She has knowledge that the same:‘or similar unauthorized attempts for 
financial data is being made at the Houston Natural Gas Company. She 
obtained this knowledge from a friend who works for the Federal Re- 
serve Bank in Houston. 


Special Audits 


b6 


She got P7C 
The 


b6 
b7C 
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b6 


b6 
b7C 
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MEMORANDUM. 





Houston, Texas 


March 23, 1981 ae 
* 


. es b6é 
© Coa : 
pecial Audits f 


| FROM: 
Special Audits 


SUBJECT: Telephonic Attempts to obtain Information from ASC Treasurer's Department 


| 
a . = * b 6 
[|__| treasurer's Department, was interviewed concerning tele- |. 
phone calls she received from a person attempting to solicit information about ASC 


bank accounts. She furnished substantially as follows: 


On Fri | y 1:30 p.m., she received a collect telephone call 
fo She told the operatorlL______——_—sdiwas out of town 6 
and asked the nature of the call so it could possibly be transferred to someone else. 7° 


The operator said she could not. permit a discussion with the caller unless the call 
wes accepted. At that point the caller, a male, came on the line and commented that 
he would not discuss his business other than ASC people. The comment was_ 
made with a tone of authority and ones accepted the call. 


The caller asked for the telephone number and mailing address of Aramco in Saudi 

Arabia. She told him P. 0. Box 5000, Dhahran and gave him the Ar i 

number_in Dhahran. He then said he had several names, and rened{ m? 
told him those persons were in Houston, 7° 

not in Saudi Arabia. 


She thought nothing more of the call until later that afternoon when she learned that 
others in the office had also received calls. She did not remember if the name of 
the caller or origin of the call was mentioned, but she is certain the call was long 
distance because the voice was fainter than the operator's and she heard clicking 
sounds during the conversation. She thought those were similar to switching sounds 
frequently heard on long-distance calls. She recalled no distinguishing voice char- 
acteristics such as accents or dialects. The tone was business-like in ali respects. 
In sl the Treasurer's Department employees, above, he correctly used the nick- 


names ands if he knew of them. b6é 


b7C 
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b7C 


Houston, Texas 
March 23, 1981 
TO: File 
ener b6 
Frou: | pre 
pecial Audits _ 
SUBJECT: Attempt to Secure Sensitive ASC Data Regarding Electronic 
Transfer of Aramco Funds 
| _ b6é 


earlier this date ingpiri where a $1.2 million electronic fund 
ansfer was to be made. basea@ on knowledge of ASC/Aramco 
, relations, knew that sums of money in that proportion are not trans-: 
ferred from Aramco to ASC. However, he informed[ | that it would 
take about 15 minutes in order for him to review the banking journals 
to determine to which acco eposit should be made and asked for 
the televhone number where ate ted. After some de- 
lay, xeluctantly gave the number as being his office 
number. ubseque a First City National 
Bank, who determined that was | memnaa at 
First City National Bank telephone number. conducted additional 
research and determined that a[ sis: not employed at First 
City National Bank of Houston. 


advised that{ ena de 
ASC Treasurer employees, had also peen contacted by an indi- %7¢ 
identifying himself _— believed that 
had received the phone cali on Friday, 3/13/81, and she had 


inadvertently provided the caller the ASC g ccount number 
maintained atthe First City National Bank. eived a collect 


telephone call on 3/13/81. believes received a phone 
cali fron [Jon 3/13/81. He believes she recej other 
call from the same individual identifying himself as) jon 
3/16/81. 


In response tol id and [ question as to what action shouiP® 
be initiated by ASC, it was suggested that all ASC banking institution?’© 
be contacted telephonically and alerted to the fact that an individual 
using various identifications is attempting to secure data relating to 
ASC bank accounts. The points-of contact at those banking institutions 
should also be alerted not to honor any requests for electronic trans- 
fer of funds unless the individual making the contact is recognized as 
an ASC representative authorized to make electronic transfer requests. 


| National Bank representative, had telephonically contacted 
= 


2. On 3/17/81,|___] advised that during contact with[ PS 
Houston National Bank, and Fixst City National Bank_of 
Houston, it was learned th idual calling himself 
had made contacts with the bank inquiring concerning ASC accounts. 
During these contacts; [| represented himself as being with 


Jated that an individual representing himself a a Bi 


Exh lbs t © 








morandum to File , om? 


arch 23, 1981 e oe 
Page Two. 
' : , b6 
Aramco Treasurer's office, Saudi Arabia. | | was contacted on b7C 


3/i3 and also 3/17. The ee contact at the First City 
Ss not clear. 


subsequently advised — 

received an additional call from 
on 3/17. represented himself as being with the Houston 
National Bank Auditing Department and was attempting to secure in- 
formation regarding ASC representatives authorized to make electronic 
transfer of funds. [ _fadvised he had completed the notification 
of ASC banking contacts in Houston, New York and San Francisco ‘to 
alert them that an individual was attempting to secure unauthorized 
banking data. [ si advised that each of the banking institutions 
were being informed in writing concerning the attempts to secure 
banking data by unauthorized individuals and provided a copy of each - 
of the letters. . — 


3S. On 3/39/81,| _] advised. that Aramco Treasurer’ Ss office had been 2 
notified in writing’ concerning this matter. A copy of the-written: 
. notification was furnished Ss Se, os ing sae 


4. On apne tonto - 
on a/ts/h Pe that.ne was first .contacted by : ae 
c 


on 3/13/81. represented himself as_being employed in the. ‘2° 
Treasurer's ramco; Saudi Arabia. a a if the 


written authorizations “‘tormake electronic transfer of on 7, 
ana 

were on file at the Houston National Bank. a e 
informe that the five individuals named were’ ..:7 
authorized to make electronic.transfers. However, no written 

ations are on ause the bank did not reguire them. 

insisted Seed eprom ae ASC.to ‘provide written autnor 
1Zation to the Houston Na 10OnNal Bank for these five individuals to .: 
make électroni¢ .trans ands. {[Ssaavisea he agreed and 


forwarded a letter sto on 3/43. Sl. requestin h : 
: forms ‘be. completed “by. 












( LOnal - LLLe. 
said” aucing Stibséquent céntact.with| ———sdihe determined’ 7A 
had also made contact with ASC representatives attempting 
to .secure. anking, data<° -had “represented himself as being a 
banking .representative during @ contact with ASC. In conclusion, 
La |ecvises he has taken necessary steps to ensure that ASC funds 
are riot transferred-unless ithe .request of.-such transfer is made “by-an ~= 
authorized ‘ASC répreséntative. ‘advised he was securing ad=.2- 
! vise and counsel from-the “Houston National Bank Legal Department and - 
! Secuxity Department:and -he. ‘rintéends-to.attempt ‘to identify the indi a 
| vidual trying to ‘secure ASC banking data. | 
| * . 
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ASC 


Attempted Wire Transfer Fraud 


During the past few days, an ‘individual (or individuals) utilizing 
several identities and ruses has contacted ASC Treasurer's Department 
personnel and two Houston banks in an attempt to obtain information about 
Aramco's banking relationships. The following chronology reconstructs 
and summarizes the contacts of this nature of which we are aware and the 
content of each: 


Friday, March 13, 198} 


b6 


received three collect telephone BIC 


calis in rapid succession on Friday morning. In each case the operator 
identified the caller as Bem In the first instance, the 


operator indicated that the call wes for 


there was no' such person :in the office, but there vwa 
When the caller attempted to speak directly a 
the operator interrupted and broke the connection. When he called the 


second time, he immediately attempted to speak to and the 
operator terminated the call, the operator indicated 
that the call was for Co protasned that we could not 
accept collect calls and the conversation was ended. 


Later that morning, we received a call from 
Houston National Bank, who informed us that 
from someone who identified himself as of "Treasury 
Services" in Dhahran (see letter). had instructed to 
send the necessary documents to us to authorize the bank to acce 


csiethous ioatiuetts tr wie Meee dent 
and was -informed by us that this was an 
unusual" request ut was instructed to send the documents to our 


attention. [ ] later acknowledged that he had inadvertently either 
confirmed or provided the names of the above ASC employees. 


b6 


ed a phone call pie 






_ * b6 
About 1:30 p.m. |____feccepted a collect cal} for[ (who was b7C 
in Arabia) from an unidentified individual who wished to know the 


telephone number and mailing address of the Dnanran headquarters. He then 
asked wherel__ J andl___]worked. This 
information was provided and it was confirmed that these individuals were 
assigned to the Houston offices. 


Monday, March 16, 198} 


a call from an individual identifying himself as 
of Houston National Bank. He seemed to be aware of 


MEMORANDUM 
: Houston, Texas 
Merch 30, 1981 
TO: Treasurer 


b6é 
b7C 





b=xbh; hid 6- 


general balance levels maintained at HNB and asked very pointedly 1f we 
maintained accounts with other banks in the Houston area. This question 
was answered in the affirmative. 


nd[| subsequently received collect calis from a 
"which they refused to accept. 


Later in the afternoon, | received a call from an individual 
representing himself as an employee of First City National Bank. The 
caller indicated that the bank had received $1.2 million from Dhahran and 
wished to know to which account it wes to be credited. It was indicated 
that it should probably be credited to the general account, but that we 
were not excepting such a transfer and would have to research it and call 
him back. He requested the account number, which_w ine and 
reluctantly provided his name and phone ‘ae at 
— He called back several minutes later and attempted to obtain 
this -information from another employee. 


At this point,| veel at First City National Bank was contacted and, 
after some res : yted that FCNB had no such employee. The phone 
number was a valid FCNB line, but not that of the Wire Transfer 
Department. Our Corporate Security Division was advised and apprised of 
the contacts. All of ,our Houston area banks of account were then 
notified and the New York and San Francisco banks were contacted the 
following morning. A confirming letter was ‘subsequently sent to all of 
the banks and appropriate Treasurer's staff members were advised. 


Tuesday, March 17, 198} 


Late in the morning, an individual identifying hinself as 
of the Houston National Bank Auditing Department called n 
inquired as to whether or not we had received the authorization forms for 


wire transfers. He was advised that we had not and he indicated that he 
1[._____ shen asked for his telephone number he gave 
ma eo when called, was the Houston National Bank Data 
Processing Department. An inguiry ee a that HNB did not 
have an employee by the name of (Tnais conversation wit 


was recorded on Department dictation equipment.) 


Later that day, we learned that First City National Bank's Wire ot es 


from Aramco." He attempted to obdtain the names of those persons 
authorized to make wire transfers and, apparently, would have attenapted 
to request such a transfer iff had been an authorized employee. 


an * had been contacted by a person who identified himself as 


Thursday, March 19, 198} 


ae oe 


Bank ‘and, at their wire transfer section, listened to the taped 
conversation with the person purporting to be Sa requesting 
the ‘transfer. It appeared that this voice and the voice recorded on the 


ASC tape of March 17 were the sane. 





bé 
b7C 


b6 
b7C 


b6 
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As of the date of this susmary (March 30, 1981), we are not aware of any 
other contacts with respect to Aramco since March 17, although Houston 
Natural Gas has apparently been the object of similar inquiries. The 


Special Audit Division -is continuing to investigate in an attempt to. 


identify the person(s) ‘involved. Ali banks of account, the F.B.f., 
Federal Reserve Bank end Clearinghouse Association have been alerted 
either by ASC personnel or the banks. Treasurer's personnel have been 
instructed to accept any similar collect calis to enable us to trace then 
to the originating number. The banks, if contacted, have been asked to 
accept any unusual instructions and then, without acting on then, notify 
us innediately. 


Attachnent 


ccs . fe 
Td spe etn Audit Division, ASC 





b6 
b7C 








, . Housior S&* z a ARON clantetigad 

: . i ASSSEM Vise Pressem 

National Bank ¥ Beers ean 
REPLBLIC 


March 13, 1981 


Ge b7C 


reasurer's Department 

Aramco Services Company 

1100 Milan 

Eouston, Texas 77002 


Per our phone conversation of this daté, please find enclosed the necessary 


authorization forms for phone wire transfers on your accou ~ = 
I wa ucted by Treasury Services in Dhahren to have ‘" . b6 
ot ce these forms. Upon receiving then back, the . ele 


five signers will have the authority to phone our wire transfer department * 
at —_ for International or r [for Donestic with transfer instruc~ 
tions. 


I realize that it is impractical for your board to sign the resolution so 
please have some sort of official "Equivalent Governing Body” sign the reso- 
lution (perhaps soneone in the Law Department or Resident General Manager?) 


» 
a 


Sincerely, 
“ b6 
b7C 
CWC/pat 
Enclosure 
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4100 Milam P.O. Box 299007 Houston, Texas 77289 713/757-6093 
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MEMORANDUM 
Houston, Texas 


April i, 1982 


File 


FROM: 


Special Audits 


SUBJECT: Attempt to Secure Sensitive ASC Data Recarding 


wa oe on 


Electronic Transfer of Aramco Funds 


et ah Sw Vn ee tee en eet ee ee ee ee ee ee eee Se ee ee ee ee ee ee ee ee ee ee ee es eee ee ee ee ee ee es ee ee ee 


on’ 3/31/81 ___diasc Communications, advised 
that Southwestern Bell had completed their research of ASC 


telephone billings. Southwester 2 had determined the 
collect telephone call placed to 3/13/81 was 

made from area code 904/386--~-. explained the 
jast four digits of the telephone where the call originated 
was listed in the Southwestern Bell records as "0000", which 
is merely a filler used by the telephone company to complete 
their records for billing purposes on calls placed from pay’ 
telephones. The area code "904" is applicable to Tallahassee, 
Florida and the first digits of the pay telephone number "386" 


‘is recorded as being located on the Florida State University 


Campus, Tallahassee, Florida. 


on s/a/aa[ dan, asc, advised that Azanco/ 
ASC does not currently have any students attending the Florida 


State University, Tallahassee, Florida under company sponsor- 
Ship. The only colleges located in Florida that students are 


b6 
b7C 


b6é 
b7C 


attending under Aramco/ASC sponsorship are Florida International ,, 


University, Melbourne (Miami), Florida, and the University of 
Miami, Coral Gables, Florida, 


JCS: j¢ 


*s ¥ 


b7C 


Exhibit H,- 


MEMORANDUM 
April 14, 198} 


TO: File 


FROM: 
Special Audits 


SUBJECT: Attempt to Secure Sensitive ASC Data Regarding Transfer of 
Aramco Funds: 


ee eee ee ee a a ee ed Te et ee ee ee eee Tere Ss 


At 3:00 p.m., 4/13/81 [| Metropotitan Department, First 
City National Bank, advised the writer that he had just been informed that 


an employee of the First City National Bank Bookkeeping Department. had re- 
ceived another telephone call from a person whom he believed was connected 


attempted money transfer scam. He identified this person as 
a He goth fon the telephone and I spoke to her. 

She advised that at approximately 11:20 a.m. j She received a 
cali from a person who identified himself as I asked her 
about the spelling and she reiterated that phonetically it sounded like 

The call came in on a special telephone Tine which is reserved 
or inter-bank communications and is not generally Known to the public. She 
Said, however, that the bank operator may have put the cali on this tine. 
She said after the person identified himself, he gave an account number which 
She inmediately identified as the ASC account number. He then asked for the 
bank balance as of 4/13/81. . She told him that she could not give him this 
information and that the data would have to come from a bank services officer. 
She then told him that she would transfer him to a bank service officer and he 
hung up. 


She stated that{______| nad recently issued a memorandum stating that 
any telephone requests for client account numbers or balances or other personal 
information could only be released by him and this is the reason why she told 
the caller that she would have to transfer him to a bank services officer. 

was very specific that the call was a long-distance telephone call and 
based her assumption on the fact that the voice sounded faint and there were 
sounds on the line which indicated to her that the call was long distance. 


No further information was available. 
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Houston, Texas 
April 14, 1981 


TO: File 

FROM: 
Special Audits 

SUBJECT: Attempts to Secure Sensitive ASC Data regarding Transfer of Aramco 
Funds © 

On s/14/a1,[ __ was reinterviewed concerning the telephone 


received at 3120 leineeea 13/81. Present during the interview was 
of the Bookkeeping Department where 


stated subseantiaiiy the same as in the memo dated 4/13/81 with three additional 


ytems: 


1. The caller did | himself asl Aramco Services Company. He 


spelled the name 


2. the telephone call was received on a number that is not nublicized outside the 
bank ‘and is generally used by Bookkeeping Department personnel only. No record- 
ing was nade[ eal led the Chief Operator and confirmed that the bank 
operator would .have placed an incoming call on that line if the caller was either 
long distance or an irate local client. No collect telephone calls were received 
by the bank. Therefore, the call must have been either a paid long-distance call 
or the caller could have been insistent on immediately talking to the 8ookkeeping 
Department. If the other lines in that Department were busy, the Operator would 
have placed him on the unlisted line. 


Sa He gavel ian account number, vinich| __] identified as the “big” 
ASC account. e not know if ASC personnel refer to this as the general 


account number. However, she did say that it was the account where the larger 
balances were maintained. 


again stated that the caller did not wait while she contacted the bank services 
officer, but hung up. She did_not know how long he had remained on hold, but when she 
could not immediately contact] she found that the caller was no longer 
on the hold Vine and had hung up. 


ee that the account with First City that is usually 
referred to as the genera account by ASC Treasury employees is the account with the 


largest balance. This is the account number which was furnished to the caller pre- 
viously by Based on this, I assume that this caller was the same 
person, or in the same group of persons, who made previous telephone calls. 
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: Exh, iF VA 
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September 3, 1981 Telephone Conversation -.. F . 


b7c 
Man: Yes 


Woman: Okay, ah, I don't really know anything about that, you said that you had 
an authorization for a wire transfer? 
Man: authorization for a wireatransfer was to be called in 
Woman: An authorization for wire transfer to be called in 
Man: Yes, I called[ sd and I have a list of five : + 
Woman: You have a list of five, | me, who else? - 
Man: | and a 7 
Woman:| ——jand[——=sd 


Man: Yes 

Woman: Ah, well I don't think anyone has made a transfer here today, if that's ° 
what you are asking 

Man: No, you, just the authorization slip, do you call fo 


or bring it in to you on Monday or Friday 


Woman: Ah, uhm, no I don't think they brought us any kind of an authorization 





slip up here, I didn't sign one Monday or Friday | . 


Man: I*1l1 get in touch with] | then, thank you. | 


Woman: Okay, could {I have your phone number ‘in case I do find out something 


Woman: [ what's the prefix 


3 : : 
Man: ' : ~ om ; 
Woma okay, thank you 
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eh b7C 
DBA ARAMCO | : ; oe 
HOUSTON, TEXAS; FBW; OOCHOUSTON (1968-952) 


UNSUS; AKAL_ sd p | , 
s ‘ 
DBA MONEX INTERNATIONAL j | jf! 
ZWPORT BEACH, CALIFORNIA$ FBW;'00: LOS ANGELES (1968 - 1889) | . 3 
RE LOS ‘ANGELES AIRTEL TO HOUSTON DATES) 5/22/81 
ON HOUSTON FILE 1968-828, AND HOUSTON TELETYPE TO LOS . 


ANGELES DATED 9/3/81! ON HOUSTON FILE 1963-952. 
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OF TEXAS, HOUSTON, TEXAS, FOR HIS PROSECUTIVE OPINION. 
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| FEDERAL BUREAU OF INVESTIGATION 


| FD-302 (REV. 3-8-77) 


9/15/81 


7 ; Date of transcription 


Farmers and Merchants b6 
Bank, 302 Pine Avenue, Long Beach, California, telephonically ad- d 
vised as follows: 


On the afternoon eptember 4, 1981, he received a second : 
telephone call oe tae advised that the wire transfer 6 
he had made inquiry ab er in the day was money being investedb7¢ 

: ividual nameg{ | vnc 4s with ARAMCO, Houston, Texas. 
indicated that he had spoken with and that 
felt that the bank in Houston was the reason for the delay. 


also indicated that this transaction was going to be the 
opening transaction on a new Monex account. 


advised that: in this cony ith] meer ne 
reminded him that he had contacted app: Lcmavery| ee 
two weeks ago regarding two wire transfers ¥ amount of 


$489,524.00 that he had been expecting on the same account. ey 
advised that when he was initially ‘interviewed by the Federal Bureau 







of Investigation (FBI. g this matter, he did not recall that 
revious contact from He advised that he now recalls that 
Cia contact him earlier regarding two wires. 


L rere} oavised that he would continue to advise: any ae 
individual making anquires that the wire system at Farmers and Mer- °/° 
chants Bank was down. advised that, in fact, the wire 

system at the bank was down. 


bx 45, 


9/3/81 xwong Beach, California _,,, Pos Angeles 196B-1889 


EAVESTIQSTON O19 a eevenesene seem aren entre SERS 


Date dictated 9/9/81 b7C 


‘This document contains neither recommendations nor conclusions of the FBI. it is the property of the FBI and is loaned to your agency: 
it and its contents are not to be distributed outside your agency. 
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b6 
[|_| aranco, furnished two PIC 
Sony cassette recordings of conversations between a male | 


caller, Aramco officials. 


also furnished one copy of an Aramco Report 
| on the fraudulent wire transfer scheme. 


| : 





Investigstion on _SL4/8h at __._.Houston, Texas File. # HO 19 6B-952—~ ] | 


b6 


by Date Giet8teS mane SLAB 4/81 b7C 


This document contains neither recommendations nor conclusions of the FBI it is the property of the FBI and is loaned to your agency: 
it and R$ Contents are not ta be distributed © UF egency 


tie 


ei \o78 ~ 27 2 _ Cy Hh ey eye, Lainie 


; ke ay, vs gh Pes mal a é ‘ s¥ Foy ody, Rak 4 ial a 


'§. GOVERNMENT PRINTING OFFIC 


















Kat tithes Bees gy end Ao 











rq 
tema MN. . 2° wo tte ek ture -- bli om ‘@ Sem ER PAE ES arm crag: aan nen oa eenigatnp lt: a Bee cges “’ wet a ie selva Foe emma! nine at = ~# aebes - Try 
i ’ E ' 
t ; ‘ ‘ ae F ry ; ‘i f ' i? iit I Lae . # 
! H ' 3 j r‘ t 
I i ' 1 Tg 3 | ~ o ty 
FO-302 (REV.3-8-77) | I ea | Ler a ) 
5 , te Ny 
| ! a | La : , l a a, | : ' Meg : 
i } : : tod , 
& I . 
: | ' t ' a : ’ ¢ ‘ 3 1 
t 4 { + | . 
| t > 
| ‘FEDERAL BUREAU OF INVESTIGATION | | os : 
+ = ' a, 4 
ty t ' ; : t " a 2 ; 
{ : 1% } a * 
1 ' 1 : ' \ } i 3 : 
i pt | : F * t i & ny t ay 
it r ' "3 F 
_ t tf § 4 ‘ a 4 9/10/81: ‘ * "4 
ae | p44 Date Of LaNSCrPUON cee * 
; t | & 3 © ’ t 3 & 3 
1 | | ‘ ; > ili = + 
; J : 7 | ; me) ‘ 
| i \y t ' ; m aan ; ; at >. ae 
w é . 
Aramco, furnished ‘two: - b6 a 
4 {3 
10 inch Scotch 3M Reel.Audio recording tapes “of conversations, >bIC 
1 
) between a male caller and: ‘First City National Bank, Hoyston, : 
¢ ! 4° + t % 
; aeneS e 1 | aes nok , ‘  ? # 
| | e 7 ' y ‘ 7 i i 
| f r ; . . ' ; ; i | ! i ee 4 , i 3 * ; 
t : 2 8 f : & 4 1 t 
a aa) é “ ' a 
| t ‘ t , a i t 1 : 
( yt j ‘ ‘ 1 t 3 t! i I ‘ 7 t 7 
1 E 
1 ", ; ae eae eee 
a ' 
$ 1 ‘ - ‘ 
| ee i : ‘ RF, t ae t 
E ' 
f 
t ‘ ‘3 
mt i j $ ‘ ) + FA z t 
I t 1 
; 3 ty eS i 
: a ran 
rf , ] 
3 * I ; } . } * 
3 
y ; 3 { t | a : 
‘ : foo} j z ‘ ‘ i : ; ' ‘ 
4 4 t 
A . _ | 
$ f . 
, ‘ | I | * ‘ is ‘ rs oF : : 
} | ay . ; by | oe : : iy 
i ‘ | j = : 1 5 f i 
i t4 t ; NA : : : a3 Pe, ; fe : ; 
: 4 t r i Bg 1 ’ 3 
t } i ’ ' : : i 3 rae 33 i : yg { 
ae 4 f U i 4 Y 
{ 4 i au Ce ; $ 
3 | F ae i : i P 
t \ ' { by ‘ ae : bag t 4 ' 7 434 
i i ; y ees: boobs if : i 
t 1 wit r# ‘ * i } ? “ t 4 , x ae er, : 
t | ' e i . 3 fers 5 “t 
: ; +, » 4 Poy i s ? 
j ‘ a : $ 4+ 5 2 ? = t i 
- f ! ' oe }s 2+ - pec an é - al 4 : k ee s 
’ | i a vi : t it vii és Fog - r 
+ ’ t i ] = P t 
: # $4 ROK *» Pije 
, 1 t : = 4 ‘ a 
| ; | t , . 5 i re a ae : v3 sak a # ro 
' a4 Rh 1 2 : 
' : l t¢ ' - “¢ ’ + } ; + i 
t i + t pote i rt ' oi z 4 
‘ | bt : : : ty “4 ty 
att # oF | an k ; n ; t : tr a : : 
; 4 ica ot 
1 os “ s r eae ze es a id os t 
| af , t : \ rt : ‘ " 
| | | : 4 i “a i* ‘ ; . ‘ : : 
1 ‘ #4 { “4 : FY 
| yo | : ' ' , ’ 
; #. Ft i =f 
{ | 4 3} ’ , ; i ne +a 
i Xi ar *. Ea ten Ses oe 
‘ : ' et Py 
; 7 r Tu t, a8 , “rt - 
t EY ¢ j “ 
: ‘ : . a f ; Sc oe ae a 1325 | 
Pi : as a a 2 fy ‘, ; t * : 
: Ame a ee . a, ee ks ea ee 
‘ ’ s i ° 'F #, * sf § ty v3 { t ib oy ; 
) | a4 i | q ; : rey t ft tr? ¢ 
| P +t 1 if 4 ; ; { ise ear ae b, r i. i, a4 i io ; ‘ei 4 sie 
J Sey +4 ' at rit eh t st H a. : da 9 of 
t ‘ j , “Fy ae tt 4 : ee 
; | 7 ra Poveg Ee x 1 poh Ss aes “ope ay ‘ 
} | ‘ 1 ott ' ete, Sar arse, F | 1 4 oe ee 
| i l} FI . j “ a i, : i | ry ie ey ae! paeiy 
i = | | | ; | : ; | _ " £ % * ih? ed BEN 3 
b i : , , 7 vt ft had \ ’ 
| i : | : ' i ne F ' 
i | pou | 7 : 1 . : ‘ i 
| | ee aa boa. 2 diver My, ' 
i i s 4! ‘"y : ‘ t rae sf t : 
t 1 } | i i i ® 1 i t f bog ! tog * pl fF : = 
i | ' ' 1 a e a ar ‘ Ns ty ¥ roe J asan, 5 
: | F + § , i t, Pe 1 +t i 4 iy P i t rd : i 
: i ui $ FAN ‘ : - 4 £ 1° a . Ps a ipa’ af 
: ‘ * 
| | > : | | rl : Hy , k = i! at = 4 : 4g rid : 
i t : ® ue 
| I ° fi 3 vs i 
' 
: he wpa 
— 9/8/81 Houston, Texas Oe ae ‘Ho! 1968-952 ‘QD : 
Investigation on a : File. # 
x i al 4 : toy f 4 ; 4 ' 
| ! Latta re 
t +2 ag, ! — Sees rs . 
OS gyayeb ce | 8S 
by Ose dictated. = b7C 
; : f i 4 ; : f *t 4, i f 
i ? 
, iy ik 4 


This scuoent contains nether recommendations nor conclusions of the #81. & is the property of the di and is loaned 1 to aes agency: 


it and ts contents Late TOY to be distridut-: 2 your agency. 


BeWogeek Tee Ven ases 4ce ese peelings DeRean Ehud e nese shi vhas 
RrHetenas, ny Mpsianiantenee Lt] page paced 


FO-302 (REV. 3-£-77) @ 


' FEDERAL BUREAU OF;INVESTIGATION 


{re 


Date of transeription.___ 9/4/81 


a [CCC Wie Transfer Room, 
First City National Bank, furnished ;a copy of a memo she 
prepared dated September 2, 1981, subject "Aramco" which 
reads as follows: ie 


O , 1981,|___received a phone 
call from a who claime e was from Aramco. . 


| He did not give or try to give a wire, transfer just asked 
| a lot of questions pertaining to: 


Is he still able to wire transfer? 
Is he still on the Card? 
What accounts can he debit? 


| ____| from conmunications is getting us a 
recording of conversation. b6 

Lge vit listen to the recording on | ; 
September 3, in my office. 


September 3, 1981, at 9:40 AM af ___|cattea 
again, I talked to the man and informed him he was authorized 
to make transfers. He said he would call back. He kept 
asking for our deadline time. At 1:25 PM, on September 3, 
1981, the gentleman called in a wire transfer for $489,524.00 


going to Farmers & Merchants Bank, Long Beach, California, 


Pine A further credit Monex reference a j 
eference 








rueniation ohne Lf ek at __Houston, Texas ite * HO 19 6B- 2 oi 
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FEDERAL BUREAU OF INVESTIGATION 


[i 


9/14/81 


Oate of transcription 





Wixre Transfer Room, 
First City National Bank, was advised of the identity of the 


interviewing agent and of the nat interview which 
concerned her conversation with a on September 2, 
1981. 


[_|statea on September 2, 1981, she was 
telephonicall an individual who represented 
himself to be ith Aramco. 


Lorene — he_ was still on the Aramco 
authoriza d. dvised = authorized 
to make wire transfers. 


| _|statea during his conversation witn| __| 
he asked what the déadlinewas for sending a wire transfer 
to California. 


|___|stated on September 3, 1981 at approximately 
10:40 am, she was telephonically contacted by the same 

male ne a ee ae ee de 
asked if he was on the authorization c 
confirmed he was on the authorization card. 
the telephone call. 







terminated 
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9/11/81 _Houston, Texas HO 196B-952-227- 
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FEOERAL BUREAU OF INVESTIGATION 


i Oate of transcription 9/ 1 4/ Sl 


[| CCC__|wWire transfer Room, —n 
First City National Bank, was aavised of the identity of the 


interviewing agent and of the nature of the interview which 
concerned a wire transfer ordered by an individual representing 
himself to bef with Aramco. 


|__| Stated on § 981 a wire transfer b6 
was telephonically sent out by with Aramco in bic 
the amount of $489,524. 


On September 8, 1981 at approximately 12:55 pm, a 
one call from a female, who identifi 
Last Name Unknown) with Monex, a if the b6 

Oing wire transfer was made. onfixmed to Pee 
(Last Name Unknown) transfer was made. 
ame Unknown) terminated the conversation. 






4 
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investigation on 11/81 at___Houston, Texas rie # 1 196B-952 - AB 
Lr anacrarencceeencnasracacesie £3 A aap rrnecenemesnreerensoennrsnnenanenenmecunenanengene 

: b6 

” 2 Date aictated ___ 9/11 /8 1 BIC 
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it and its contents sre not to be Gistributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION . 


1 
Oate of transcription 9/ 22/ 81 
reasure Department, Aramco, b6 
was advised of the identity of the interviewing agent and of b7C 


the nature of the interview which concerned the fraudulent 
wire transfer attempted on the Aramco account at First City 


k by an individual representing himself to be 
with Aramco. 











stated is authorized to make es 
wire transfers, however, did not make the wire transfer pe 
from Aramco to Monex on September 4, 1981. 
listened to a tape recording, made by First re 
City National Bank — Wi oom, of a conversation PIC 
between telephone clerk caller 
representing himsel stated the 
male caller was not not know the 
identity of the cal 
cece enrecrene ne ee 
Vivedinvionen 9/18/81 “ Houston, Texas sae HO 196B-952 BY 
SA rbp 9/18/81 Pe 
oy Date cuctated bi7C 





This document contains neither recommendations nor conciusions of the FBI. It is the property of the FR? 


and ts loaned to your agency: 
it and its contents are not to be Gistriduted outside your agency. ” ie 


a my "5 a rg; 
i I 
cer Des H. “Te, ae 
ae py Z 


rae a eee 


























- ¢ ot . 
oe ere Geer 


9393882 SEP 31 | | 
FM HOUSTON (196-952) _ a ee eo 
* TO LOS ANGELES ROUTINE 


: | | | , Be 
- UNCLAS oe 
a UNSUB s POSSIBLE WIRE TRANSFER FROM FIRST CITY NATIONAL BANy, : 


7 HOUSTON, TEXAS; “APAMCO = VICTIM, O00: HOUSTON, | eG: 


yoo RE MONSTON TELCaLL To sspat 


ae FOR THE PAST NINT MONTHS AN INNT VIDAL, REPRESENTING HIMSELF eS 
- . 70 3E[ fan opamco oFFrctTAL Has MADE INGUIRTZS WITH rrest one 
oo CITY NATIONAL BANK, (FONT), HOUSTON, CONCERNING ERE TRANSFER Oa 

| °° PROCEDURES. FCMR RECARDS ALL INCOMING TELEPHOYE CALLS TO THE wIRe GS 
- TRANSFER AND HAS RECORDINGS OF THE FORZGOING CALLS. | eee 


SECURITY DEPARTMENT @RAMCO, HOUSTON,TEXAS, 92 






ADVISE TS AN ARAMCO OFFICIAL AND IS AUTHORIZED TO’ 9). 2th 


os INITIATE WIRE TRANSFERS, However; | Is NOT Py 


\SearcHrD 
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“page TWO toe 196- 952 “uNCLAS. I 
| “matter: ARAMCO HAS Had RECORDING ANALYZ =D raven oonrneweo|___] 
NOT CALLER. FURTHER CALLER aPPEARS TO SPEAK YITH [ aceanr. *. 


oo | - [ _anytsen ARAMCD ACCOUNT AT FCNB HAS A CREDIT LINE 7 | aoe A 


7 


yoo: YP TO $188 MILLION. | : | in ae a 












oo ON SEPTEMBER 3, 1981, PCNR RECEIVED 4 TELEPHONE CALL nT 1:25 P. Me 
= FROM. & CALLER IDENTIFYING “IMSSLF of CALLEP INITIATED 
a WIPE TRANSE® TO FARMERS AND MARCHANTS BANK, IN THE AMOUNT OF legs 
oo $429,524.0%, CHARGING APAMCI ACCOUNT NIMRER AM-9PAL=2, TO CREDIT oo i 
» . -MONEX account mympsR[ BPECIAL rnstauctiove La 

FONE HAS NOT WIPED FINNS, ae po | 


: LOS ANGELTS AT LONGS EACH, CALIFORNIA, COMD'NCT DISCRETE INCULRY 
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| FBI 
TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 1 
(jy Teletype (7} Immediate (7) TOP SECRET 
(7) Facsimile (7) Priority (<j SECRET : 
); Oo———__— Cx Routine (C) CONFIDENTIAL 
e 4 ([) UNCLAS EF TO . 
aa fj) UNCLAS 
( 


Datett/3/81 


FM HOUSTON (1968-952) 
TO NEW YORK (1968-1909) ROUTINE 20+0/) Kaen 
LOS ANGELES (196B-1889) ROUTINE QOSO, ls 


BT 
UNCLAS 
UNSUB; AKA DBA ARAMCO, HOUSTON, TEXAS, FBW, 00: HO. ah 
UNSUB; AKA DBA MONEX INTERNATIONAL, NEW PORT BEACH, 


CALIFORNIA, FBW, 00: LA. 

RE NY TEL TO LA, SEPTEMBER 22, 1981. | 

WILL FURNISH HOUSTON WITH RESULTS OF INVESTIGATION IN ORDER 
FOR ASSISTANT U.S. ATTORNEY (AUSA), SOUTHERN DISTRICT OF TEXAS 
(SDT), HOUSTON, TEXAS, TO RENDER PROSECUTIVE OPINION. 


| BT 
| 
rn 
(1b 8754 -lb 
| Seerched 
Serittzed 
a fw cone A 


24 
" 
b6 
Approved: Transmitted ROL 005Z- Per : bic 
umber) (Time) 














X AIRTEL 


‘FROM: 


1/27/82 


SAC, NEW YORK (196B-1909) 

SAC, HOUSTON (196B-952)(P) 

<4 

ak b6 
ET AL : b7c 
(00: HO) 


Re HO tel to NY, 11/3/81. 


NEW YORK DIVISION 


AT NEW YORK 


Will furnish Houston with results of investigation. 


- New York 
—— 
RT/cme 
Cv Cy) 
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FBI : 

TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 1 
"} Teletype (—] Immediate (“) TOP SECRET a 
(C] Facsimile (7) Priority C7) SECRET 
7) .—-ATRTEL____. (7) Routine [J CONFIDENTIAL . 
(C] UNCLAS EF TO ! 

(7) UNCLAS 
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‘a 
= 
AUS 


TO: ACa, HOUSTON (196B-952) (P) 
P 


S 
ROM: Ai , NEW YORK (196B-1909) (RUC) 


SUBJECT: ° ak 
b6 
ET AL b7C 
FBW (B) | 
(00:HO) 


ReHOairtel to NY, 1/27/82. 
Enclosed faythe Houston Division are original and 
two copies of an investigative insert synopsizing investigation 
conducted by the New York Division re above captioned case. New 
York is placing this matter in an RUC status and will reopen the 
case if specific leads are set forth by the originating office. 


@>xouston (Encls. 3) 
L-New York 

JTM:43¢ 

(4) 
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AIRTEL 


TO: SAC, HOUSTON (196B~-952) (P) 
FROM: ADIC, NEW YORK (196B-1909) (RUC) 


SUBJECT: UNSUBS; aka 
LT 


ET AL 
FBW (B) 
(00:HO) 


ReHOairtel to NY, 1/27/82. 


Enclosed far‘the Houston Division are original and 
two copies of an investigative insert synopsizing investigation 
conducted by the New York Division re above captioned case. New 
York is placing this matter in an RUC status and will reopen the 
case if specific leads are set forth by the originating office. 


(P-nouston (Encls. 3) 
l-New York 


JTM:jjc 
(4) 





ne po @ Qyite0 states Government 


3/31/82 memorandum 
sal Sid : be 


SUBJECT: UNSUB, aka . 
| | dba . 
| » Houston, Texas 


TO: 





00:HO 
7 952 
SAC, HOUSTON (C196B-1836) (C) 


on 9/3/81,|___————iSARAMCO, 1200 Milam, a 


advised for the past nine months an individual representing 
himself to be an ARAMCO official, has made 
anquiries with First City National Bank (FCNB), Houston, 
concerning Wire transfer procedures. FCNB records all 
incoming telephone calls to the wire transfer section and 
has recordings of the foregoing calis. 


en ae ARAMCO, b6 
Houston, Texas, advise is an ARAMCO official . b7C 


and is authorized to initiate wire transfers. However, e 
is not involved in this matter. CO has had 
recordings analyzed, which confirmed is not_the 


caller. Further, caller appears to speak with a 


accent. 
advised ARAMCO account at FCNB has a ae 
credit Line up to $100 million. mee 
On 9/3/81, FCNB received a telephone cali at 
about 1:25 p.m., from a caller identifying himself as 
| The caller initiated a wire transfer ‘to b6 
armers and Merchants Bank, Longbeach, California, Pane b7C 


Avenue Branch, in the amount of $489,524, charging ARAMCO 
account number 00-0241-0, to credit MONEX account number 
tid SED in potions!  —s—si“‘sw—“‘i‘;CC*dR@e«YW # 


who is(—— 
ty AP cee 





Q@)- Houston SEARCHED... INDEXED 
7 SERIALIZED. RFD 
TRE:aik Ae : 
(Lyn MAR 3 11982 
FE om Hoi 
My 


; 





K 
Buy U.S. Savings Bon fl Regularly on the Payroll Savings Pian 


OPTIONAL FORM NO. 10 
(REV. 7-76) 

GSA FPMR (41 CFR) 101-11.6 
5010-112 


® GPO ¢ 1978 O = 261-647 (3525) 


‘ 
! 





HO 1968-18389 


On 3/10/81, telephonically ee 
contacted MONEX Broker to inquire regarding a 


foregoing wire transfer. 
| on 9/aa/ea,[_) Moxex tnternationaa, a 
advised that late on 9/10/81, he received the second call 


of the day from advised that 
the "IRS was on to him." indicated that he was in 


a bar at the time “getting drunk" and that he did not feel 
the transaction could go through. advised him 
an 





that ‘the wire transfer had arrive at therefore the 
old was available to him for delivery. at any location 

Ce Resiveds again indicated that the IRS 
S On tO him and stated that he might call again with 


delivery instructions in a day or two or "he may never 
call again." 


|__| aavisea that ne toia| ne could coat 
call at any tame regarding delivery of the gold and that 

MONEX would have the gold available him inasmuch as 

they had received his money. ee ee that he 

would advise the FBI of an mtacts and that he would 
continue ‘to attempt to a provide delivery 

instructions. 


X Broker advised that he had 
heard from honically in the afternoon bs 
of 3/15/81, dvised that he had Rie 
"closed down his New York offaces and let everyone go on 
vacation. He again indicated he was having problems in 
New York ania requested his account be liquidated and a wire 
transfer of funds sent to Zurich, Switzerland, or actual 
gold to be shipped to Zurich. [ __]indicated that 
he would recontact the broker within the next day or two 
with specific instructions. The broker left the matter 
open with 






To date, unknown subject has not made any further 
attempts to perfect scheme. 


Investigations in New York and Los Angeles negative 
to date in identifying unknown subject. 


In view of the fact that all logical investigation 
has been conducted, including interviews of all known 


individuals contacted by unknown subject, this matter should 
be considered closed. 
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To; sac, nouston (PUB ¢ Com t/U/G2- 
7 | bE 
From = ° SSA ay —— oe : DEC 
. Sadject : SEMI-ANNUAL, REVIEW OP BULRY INVENTORY 


. This writér has xeviewed the ebove file and 
determined the following action is necessery: 





4 (1) Evidence is to be retained due to: 
t. : (Check either (2) or (5) below) 
(4) Pending Investigation ... 
°s (b) Pending Appeal. @s per AUSA ee 
on — 
‘. Name Date 
(2) Evidence is to be returned as per AUSA, : 
on : 
Name -. ° Date 
; ; " > yt 
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- (Gy) wriaence is to be destroyed as per AUSA } | 
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Office Memorandum e UNITED STATES GOVERNMENT 


—— es AIRECTOR, Fal DaTeE. Dece:bear a, 1589 
byfou KY WOTPEL, SAC, Bashington Field 


ee STATES MAsT CONTRACTS FuR 
FORCE AGE GF SAUD! ARABIAN PSTRMER PaO § 
4k FRAUD CLATE ~ CIVIL SUE 
Bef ‘Le 16-13326) 


y, 


iapalet april 2, 1945. 


Due tc the fact that no information has been 
receiwed froe the sureau as to the oresent status of this in- 
ver isation, this case wili be considered closed b> this office 
wmiess adrised to the contrary or the Suree=, 
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sevigets Attorney Senerel 
Camakar k Caaka Sectember 14, 17h9 
Mivester, YR 


“AROBIAS ARUMIOLS CLL ComFaal 
/ Sa Lipomyts ARANTaAs STACTAR. OF. CoMPANY 7 
} PRATC MBAIMB? Tul OOVKUIDOINT ” 

ReferTeaes is mpae te the lettsr fro: tne Orinisal S@Wision deted ‘pril 
S$, 19k9, poor file AMCsdA¥ «nes, 146-35~40. 


"ease be etvised that tris cese ig being sansicered siovet in the fllee 
eof tis res. Soonid ths Criainai “ivision desire any cdditions: tavesticat{ on 


is this mét r this £138 will, 2f euures, bs reopened in order that the des‘ red 
investizstion aay bs eon ca: ted. 
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WEE” S% TES AY CONTR CTS PR 


Attorney Oenevel H. ©. Norlson 
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War FRA CLAIM - CIVIL SI? 
(Bufiie L5~13326) 


we ference is made to Burean letter to Sew York cated 
April 1, 1949, advising that a letter was ewes @ the Cleins 
Division of the Ospertasnt requesting advice as to whether ad- 


ditione! i:ecstigation was desired, and saggesting that Kew York 
comaider ine case ZUC'd, 


im view of the abows, it is requested that thts office 
at? Be afviews Ghether or not tris case my be closed. 
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Merah 3, i949 


Investigation with respect to the eximim. aspects of the captionnd 
matter was conducted by this hase st the request of fonmr sssistent 1.torny 


mearal To Vinewst Qrimn, Criminal fivision. ee re ccepleted 


axl by mererte dated Ortoter 2, 1547, former Assietett At 





ee ee eee 
ts wheties or nc? abiitional iavesticetion was desired in tids case. 
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Afver you have hed an oypartumity to review the resilte of the 
casi andgernch gery hyd ata eabt- lla P oesedige : Lixteed 
atvise up what actitiona) 1 th onts 
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Directes, rai 3 


WTA FATES MAVY CONTRACTS PUR q 

PURCHASE OF GAUDI ARABLAN PETRILEE 
: PRT 

AR PRAUL CLAIM ~ (VIL SULT 


Reels Wards Zl, 24d5. 


ai remrwary =, 2447, a Letter was directed to the Cisiag I raion 
wae @pcired, Te date, ne reply hes cee received, Therefwe, it is suemeted 
“Ht thet you consicer your ease KX'c wan reevips of taxis lstter. 
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Director, F.#,1; : DATE: Kareh 21, 1545 


un 4 B22, 
[from Zac now York £4) 
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WAR FRAUD CLAIE - CIVIL Sul? 
(Bufile 46-13326) | 


Relet Crom New Ycrz tc Bureau, March 3, 1948 with copy 
to Sashingtom Field which advised that ac action was being 





taken es York regarcing the obtefning of cost inforzation 
from th eliifornia - Texas 211 Ccapany releztiive to certain 
eentrec peating further instructions froze the ivreat,. 


ao iurtner inetructions regarding thet setter have been 
raceived from the Bureau, and the case kat seer carried by 
Kew Yerk in a pending imactive statscs vending receipt cof sane. 
There are ec cther catetasdiag leads for New York, at the pree 
eent tise. 


view cf the atove. it is fTegaested that Yew York 
3% 


be advised ber or not this case may te BJC'd. 


ce hashingten Pleld (46-19G6) 





Assigtant Attorney Seners) Aiessnder ¥. Canpbell 
Criaimal idvision 


G@irastam AMPRICAN DIL COVPANY 
F cal THORUIA MUABIAN STAWLARE DIL COMPANY 
FRATD AGADEST THE CCYSmaee? 


seferente is nade t> ny memoramdun in the ¢1:%: med antter dated 


It will be eppreciated if you wild a¢vise as in the near future wret er 
uf oot edditional inwestigati-n S18 Gage is desised wy you, 
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DIRECTOR, FBZ 
(SET ROTHL, SAC, MASHINGTON FIELD 
rn suas SAY CONTRICTS FOR PURCHASE 


a arc eae See a tds Ravel adieu adeie y 


Re Burcdu File Bo. 46-13326, and report of Special Agent JON C. Cakk, 
dated denuary 15, i949, at Kew Haven, Connecticut. 


With the submission of the report of reference, 211 logicsi leads 
in this investigstion heave been completed. 


It is requested that the facts in this case be presented to thse 


Departaent ir order to ascertain if any additional inwestigation is desired 
by the bers rtment. 


Until such tive as advice is received from the furcen, this case will 
be carried in &@ pemiing irective ctataus is this office. 
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ANAUIN + UNITED STATES GOVERNME 





a | ter, FH pate: Getober 19, 1948 


44t From =. RAC, Maw York 


SECU: U. Se HAVY TRacTSs PR 

pracuase OF SAUDI ARABIAN PETIOLEM PRODUCTS; 
WAR FRA'D CLAIM - CIVIL SUIT 

(Borean File £6-13775) 


Rebul et Septemper 2%, 1942 and New York letter te Buresu Septenbder 30, 
1948. 


There ie enclosed hrewith to the Bureau for transmittal to SHMUEL *. 
{. AMAMS, Departaental Attorney, ane volum: of a transcript of 323 pages of 
testimony teken in Civil Action 3-779, Southern District of New York. j 

This tranecrict was received from Mise LEI SOWTZ, head court ei 
graph-r, Southern District cf Mew Terk, who ativised the! she hai recei 
wittes order for the same from AMLGiS ani that in accordance with his 
wirections she is rendering the bill for the tranecrist amomting to $62 


the Claics Civisim of the Departaat. 
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P25 - Your Pile 46-l64é 


meermeme October i, 1542. 





Pending atvics frem the Crimimal Division i ndicsting treat eapoag! 
wweets gation ia coai red in Wis case, you ere authorised to -lace -t in 
claped Status in your off! rs. 
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iamisten’ attornsy Oenerel Aleweter BE. Geel) uctover 27, 1948 
Heese, FH! 
ABSSi Ad AMSMiCAN OTL COUFANY 


Chad FY OOELA ARGRIAN SEAMDARD OLL COMPANY 
THE GOFERSMZNT 








in @ memoramian dated October 22, 1947, besting “he initials TVQr10kNs 
Tour File 146-36-40, the Boreas wae acrisec \het action mas being taken to 
| as <0 whether or not additional invwstication was desired 


TS, 





DATE: October 1, 1948 





WO omen 


Syoamus AMERICAN OIL COMPANT 
“CALIFORNIA ARABLAN STSIDARD CIL CGiPANY 
PRADD AGAINST THE COVERIMENT 


Wf Aetmlet dated September 2, i147. 


Reference Mureau letter stated thie office would be advised cf 
further investigation which the Depurtmet might do in the above-entitiec 
case. For your information, this cam iz being held in a rending inactive status 


For your ‘further information, taois offices is presently conducting an ; 
iavestigation entitled, Sinited States avy Contracts for Purchase of Sadi | 
Arabian Petroleum Products, Zar Freund Claim Civil Suit,*? which is carried in a 
separate case fil2 from the above-entitied case. 


Une Brem is requestei to advise this office as to what action is 
desired in the cmiginal case entitled, “Arabian America: Si) Company, et ai, 
Pracc Against the Covermeni.= : 


J :La3 to a ! 
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eu TOD EET IN" . 
HEE 26, 1948 _ | 
TS: COMMUNICATIONS SECTIVS. gee, SEs TORE 
SUITED TSEATSS HANE CORTRASES PORSPUR ROSE OF SAUDT AMAATAN PEYROLEME PRODUCTS, mR 
PRADD CLATE ~ CIVIL SUIT, SGALET SWE TRELYE LiST AND BUCLGERES. CLAINB Troe j 
MsxTLING WATTER HAS BEER OUT OF EASAINGTGH W6YIL TOMAY. UILi COMPLETE REVISE | 
TRAMOCEIPTS OF TESTTCNY MOMTAY KUIT. BURFAN WILL POMRASD TMANSCETPTS TO TX 
OFFICE AIRMAIL FECISTERED. PLEASE CONTACT WILLIAM PORERS MALOMPY Jove TeEETY 
EIOE? TC ACVISE ZIR TSR TRAMSCRIPTS TIUL 82 DELIVERAD To HIN EARLIEST POSSIBLE 
TeTE IX ACCORDANCE 3778 ABOVE Plax. 
ROVER. 
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- Of MemBendum ¢ UNITED res iene 


“ an : Director, F.B.T. | DATE. Yay 22, 1948 
Ve : SAC, New York 
SUBJECT: 





Rebulet 5/11/48. 


Encleeed herewith to the Surem are photostatic copies of all 
pleadings filed with the Clerk of the Court, Southem District of new York 
in Ciwil Actions “775 and 3-6. No answer has been filed in Civil ic- 
tion 9-766, ne calendar nusber has been assigned, ani therefcre, nc date 
set fer trial. Mo date has been set for trial of Civil Action 1-7, 
Calendar 1222. In the latter aetion, 2798 pages of testimony hars been 
texen. This is evailable in the effice ef the Court Stenographers st 2 
cost te the Gevermasnt af 25¢ per pase cr a tetsl cost of 3699.50. wies 
Lishbouits, mead Court Stencgrapher, atvised that she believes that a copy 


of this testimeny is in the possession of both the plaintiff and the 4e- w 


fendant in thst cese. i 


Tt te stersstes that the Vepartaent may desire that an ef’ort be 
nade te obtain this transcript from cither the plalatiff’ or the deferndent 
ruther than ge to the expense cf orchasinzg the same from the of fice of 
the Court, Stenographers. However, in the absence of Suress instructions, 
sc action wiil be taken by New Sxcx % obtain a tramnseript ef this testi- 


mony. a 

Pending receint of inst==<ions froma the Bursa regariting the od- 
taining ex cost figures dy the New vore Offic from the Texas Compary, 
“his case will be carried ir a omiine inactive statcs. 


Bxels;: (57) 
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STATES SAVY COceicts Fie Posse 
PUTRCLEUM PICWCTS . 

“AR PRAUD CLAIN-CIVIl. <0T?, 

Careau Pile Bo, 46018294 


Renylet 2/13/48 advising that the officiela cflarsbien American Cil 
vampemy desired ts withhold ali informs tick concerns their ocets util sach 
time as “hey bad received s letter from “the Attorney Cenerai setting forth «he 
purpose of the inquiry, the type of saterial desired rom the scecemr, an¢ the 
etetite Wish sisegediy has been viciete<, 


Sires the letter requested has sct been received, this office is rot 


ig a poeition te conduct any inrestigation, and therefore this case is being 
REX 'S petding receipt of sdditicnal inmstrectiome Srom the Surean, 


JAD zbs 
45~1136 


SC: Wassingiom Field 
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Office Memorandum + unitep states GOVERNMENT 


DATE: March 29, i9%5 


ye Oe By COCs 





(Daren Pile Buber 86-13326) 





These ie attached hereto report of Special Agent J. BERHARD COOK 


dated serch 29, 195, in the sbove ceptione meee 4g 
It is ts be noted that OBEET 3. 6.-ERKEIS, Abting Chief, a ae 


Petroleum Divigion, Stats Department, decliaed to furniah to this office 
e copy of the?"Red Line Agreement” af 192%, which contained within {t the 


agreement af 152i. 


tr. EAKEMS stated that it has always beom his policy to cooperate 
with the Burese in every way possible. In this case, boverer, this copy of 
the agreement wea furnished to the Etate Departaent with the strict under. 
ateanfing thet it was not to be furniehed to any other Goverment, hoversr, 
he steted thet if the investigation in this case was of such « sature thet 
the sgrsensnt be Kept conficential, be wows be giad to give a copy to 
the Bureen for their official use. Heo stated, however, if there was any 
danger that any other agency of individual outside the Buresn night obtain 
Se con), Se eotee >See et me Sere Peper ee be Serres Vick: the 

i appropriate legal papers wien this document wee needel for iitigetica, 








reals 


ir, ZAKEME stated thet the Stete Depertmert bas cm fils varices 
confidential documents af the Cil Cumpazieos, which said O11 Companies 
voluntariiy flied with the State Department in cover that this Department 
Right be fully familiar vith all the activities of enid O11 companies. He 
414 mot balieve thet this feeling of mitual sooperetion between the 21) 
Mmipacies exi the State Departuent should be Saopardized in any way vhetacever. 


Therefore, Mr. EAKEME declized to furnish « copy of this “Red Line 
igrammec:t” ues ao euc Geek Ga ee ee 
Surniened to the Burem: would be kept within the Bureex files ‘ 
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Assistant sttorney Gemsrai §. 6. M@risca march 3, ive 
Atweation: =. Joseph i. Pricdumm 
idvectar, PRI 


UNITED STaTS NaVY COMMAS PR PO CHASE 
S35 PRD CLAIN - CIVIL SUIT 





“Teniers Denies Garge 
of ‘Flasted’ in Stete Department to Hp “Al Intereate”. Tas éoyies of tnis 
y article ere sttiacued. 








i * y 
% 
at i Za 
, ah -, ° a nt 
aor vk = 
at” ae ba > i q 
ral * 4 820i 
e ; - 5 c 
ie f og? a “5 
v cael ££? act ‘ 
a ¢ a Cie al 
Tey, : : 
ee j oh 
es } = aa 
: 4 








‘ 2 ‘ ™ oe , $ ; 
. . . . ' 
= 
SURES Cen oe HH 
ag 
tag : ¥ 


Cifice Memorandum + ontiEp states GOVERNMENT 


TO : SMrester, FSi 
tex rants marr x ERCP FOR PURCHASE. 


waz tat inicimetiow ef the Buress and the Warhingias Fiele Office, there 
fo Pine Soca tee meewe we copies of a mseapeper article wish appeared 
in tes Hered 18, 1948 issues of chp Greenish Tims 
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WTHORNECRS DENIES C\snGS GF 'PLARTED! 
IN S°ATS 0877. [OC (aLF OFL INTERESTS* 


"Ry JOHN WINANT* 


"Wax FZ. Thornburg, farmer Greenwich resident, has flatly denied accusa-icna 
that ne was ‘planted!’ in a high position in the State Dept. to work °’oar 
rowerfal private cil interests duriny the war, it was learned today. 


ar. Thornburg, now working st Behrein Island in| Gulf of Persia, ‘ss 
buried a comter-charge of ‘lie’ at Sen. Oven Di’ Breester, (R), Maina, 

=h- branded Thornburg 2 corth 2¢0 Zor allegedly vclaying a dovbt e~rame wile 
serving as special aide to the Under Secretary of State during the wz. 


"Tye former resident istaiied his deciel of Sen. Brewster's charges in 
recent ‘open letter' to the Maine Republican. Tre charges had been lzrelied 
& vahe <4, wien the senate, chairman of the #ar Invesvigating Coamittes, 
gic tast Trhemmourg was ‘planted' is the Ste Sy Deot. ts influence official 
ve oe policy in vital 211 egatters in favor of cervain big companies. 


°s. “ornlere's seachiig reply <5 Sen. Sreaster is contained in 4 seven 
past litter, hitherte miozblished, eer claims the sena*or ‘lies crtamptibly' 
i omicing his ailecatiome. 


ow mi official ofraxce fox 
taxes cocasion to blast Haroig £ 


2Can oF Coe}, @. Sharnverz 2iso 
petro.eum administrs‘sr, 





wee “al slashed with bin during *ne Sdwin @ ey ‘Mexican 211 hearincs! 
in the Somete, an whic had added is ccadeanat‘on +o that of Sen. Srewster 
in <acuarye 


me. Thornburg claius that he was asked I the State Dent. to serve before 
Paw 211 companywith which I was comm@ted' had axy anceledge of it. “e ads 
tha. xis employers, chegMikas Gc. md/Stendacd O11 of Califomia, rarents af 
Arar, had iauamak She Gara & san oe for fear thet it would open 
nin +2 attacks from 'politiciass as rurself.? 


‘. tharnteurg was charged with receiving $8,000 fram the Mate Dept., at 
the same time Le was receiving 529,000 a year from Standard Oil. Se replies 
thet the practice of receiving the 'differenc? between sy governeet aid ny 
private salary’ was a icng cstabiisned custom, amd saictiqsed Sin sariting iy 
‘he Dapertaent of State.! 





Sq said that State Dept. records ‘wjil confirm’ that he disqualified him 
gel? from any departaental dealings which invalwed nis compmies. te also 
states that tinder Secretary Samagedelicas placed in his offics, at Xe. Thom- 
barg’z request, 2 career nan! mow everytiine thst emt on in my office.! 







Ww former resident of ee a ae See a aes eee ere 
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Ntathe deadt.. 


“as special assistant to mower charges of working for private intereste. 


"je claigs that his Latin America Oi1 Pool took distribution ‘out af the 
hands of oi] companies' and placed the Latin dmerican-J. 3. market directly 
wder ir. Belles. 


ir. Thornteure claies, too, that his intercessiam in Venemelats threat ts 
exer iate oil preperties, has ‘cost the major oil campmies mcre than 40 
miim dollars a year’ since 1942. Se aiso says thet his action, bringing 
abost the Venezuelan oil law of 1&3, ocemed the doors of that cam¢ry to 
‘=~ smaller "indepmdent® <1 companies.' 


Cie states that his intercessim: in the 'Pauley Mexicam sil deal,' which 
‘led to my enforced resigation from the governmmt,! was directed mtirely 
tr the Secretary amd ‘hder—Secretary of State. 


Whe also claims that ne set up the comtrcl system of ci) far Franco Seain, 
under wich no compamy could sej] to that comtry without instructions 

fron 2 S. S. committer. The Teras Co., with which he had been affiliated, 
‘jos? its entire market in that camtry,' because of his plan, Mr. Thorn ure 
CLaLRS. 


Se also says that he devised the system of clacing ‘oil attaches’ at me 
exhassy and legazio staffs abroad, so that the government would have direct 
Surreilizwe ‘over cil company scperaticns in foreign comiries.: 


* 'y assure you,' he wrote, 'the stugrestim of such attaches did nct com 
from the wil companies. 


* +m this entire field of my activities i challenge you to find me instance 
where I favored amy <1 company against the nati-mal int-rest, o in em“lict 
zit® a Devertaemt of State palicy or sin.' 


rally, Mm. Thamnburg claims timt ‘while i was in the Depavtamt c’ State 
ey recations with my cam sx-comparies became 85 Strained that I Ha nct 
rete to ay formar position with thes and resigned imesdiately I became 
elizihle far retirenmt.'® 
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SiC, Wethington Field Werce 3, 1958 
Miressar, FR 


URL RD STATES MAVY COOMRACTS FOR PURCHASE 
OF GAGIC ARAKUAN PETRGZEE PHOS 
WAR FRAUD CLAIM = CIVIL SUIT 


Per your information see sopw ef San Prenc' sec memoranda dated 
Z-lj-ws was forwarded te He. 5. S, Merten, Aetine 149 in charee ef “ine 
Claims Divisten, on 2-2h-bi under cover mmmrerian requesting ir. iriom’s 
alvics aa te wear Ss Depertaset atlh feret ah the iwelt ot Agsriem 1) 
Caupany with ietter desired tafere infer=stien soncerwiow ite costae is given 
“3 Barsae Aperts, 

aa) av 

‘pom the reesipt ef 2 realy fran 3. iewieson rour of ‘ice anign, disx 

fan Feametsen wt Tl he afvi sed, ; g 
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(Surem File 44613528) 


Re washingtom Fieid lotter to Bureau, 2-24-48, and report of 
$4 cabm B. Coox, Washington, Dp. C., 1-7-48. 


Ca o~ 35-40 Sa Willian ae delpin contasted Ss. Je STASE*, Comptroller, 
Celiformie-Tesas Oil company, Ltd., 1?tn floor, curysier Building, regarding 
coes inf tion relative to the californie-Texas Gil Company contracts 
set cut im reference report. 


Ya tne prosencse of ggent Halpin, Yr. STACEY telephonically contacted 
a. 3. YAR DOSMH, Getersi Counsel for tae Compeny anc explained the rer-est 
te aim. Thsreefter, ET. SPACEY atwised that defore taxing any stepe to 
furpien the information in avwstion, it is ins desire of tne company trat 
it ce furnishea wii a ictter from che Attormey General or his duiy accredited 
repreesmtative formaily requesting the cost information o5¢ expleisiog in 
seteil exactly what ‘igures are teairea. Yr. STACEY aleo reqisdtec tot = 
were be Listed in the letter tus contract mumbers, dates, etc. of tne F. 
comtracts involwed. He stated tiat tre letter snould be addressed a 
yr. 5. NM. HERROM, creairmam of toe Board, California~fexas O11 Company, Lid., 
23] Pifta avemue, Few York City. Ye steted tnat yr. HEPROS is also Chairman 
of une Soerd cr tne ce.ircraie-Twxee G11 cospery Overseas, Ltd. 


Fr. STB&CE’ trougnt up we gussticm of tos purpese cf the recnest 
ef tae use to which tne cost figures squid be put, specificaily escing 
if tne figures wsomic be turred over to tas freaesirty Drpeartasnt for possible 
esessameut of edditiomai iai aguinct tse compemy peizting cut thet it was 
nis uwaderstemiing treat the tex question had Been labored vy gemsics Tate 
Sk tae Seante Couxittesc Gearings. Agent Halpin acviged Er. S72CEY that he 
_ omala give mo assurance tnat the figures woulda or sould not Se s ceed. 
‘Cipoas tte gai suggested tnat cotsideration oe given to including im the 
“latter to the Californie Teme Cil Company, Ltd. 6 statement regarding tus 


» STB aiso aivised that xe had fornished Suistaerable oogt 


a 






ramen ripeerg begveDipeotiaoumr ap gin me began 
een are pene me oe Serr oe : 





In wiew of the [cregcing, mo further action is being taken by 
Bew Vork in this matter until advice is received as to whether or not 
the letter in question will be rurnished. 


ce: Washington Pleld (46-1903) 
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keting Lseletent Attormey Grneral ". orshen lerises 
Attention: Er, ioseph Z, Friedem Peruary 28, 19h 


Bivester, Fi 





Seite: STATES RAVY CCAPRACTS POR CURT TUSE 
SF SAID ARAE AX PETROLZSY PROMS 
WAR PRAM CLATW - CIVIL Suir 


Attached fer your information {2 = copy of a memorendem 4eted 
Fausry 2, iSat, frou tis Bureau's Rew Bewen Office iadiestine thet 
Wer ¥, Tuernburg is prosectir residiz: st ishreta, Seedi Aredl s, 


ie aa ; im oreeides given te ir, dese: ¥, 
Priedamm ss Yowuary 26, ° 





®eference is mie to Buresa letter dated 2/10/68 and to reports of g4/ 
' = RBG FE ' {1/48 end 2/e/ 45, Besh4 Bars | Fieid. 


st ia erverwich, Commecti aut, haa diaclesed that WAX *. THORS Sone 
: reaiéed 4% this tom fsor sore betsad ome year, According to Er, 2AYHORD 
M, cruggiet and former meirhbor of THUAN ES, the latter returned te 
Threim, Saet! arabia ap imately five weeks arc. wptlinadl sherqnetclaas 
wife, LEAs — leninend *3 a* ty one eonth, Mr. D0! stated me teed 


2? ami k s wife ‘Sat tae TIiChe Daas cles to live persenensly 


Baris frabia, mee they recently constructed + ery species] =e" 
ati islam’ in the Fersian Golf, Mr, SON went on to state thet THOOMRTSS 
= toad him that pe, THORE FTES, was planning to rencunce iis Aseritcan citizen- 
c and to take our Arabian nationality, So as bas avoid rey 
is che Umited States ami to faci litets his 
Tow: Ma etetst at aie Jdenartur 


atiaht rte 


Payment of isso tax 
wer: 13 Saugi Areatfe, Horeerer, 


So 


sstare thet ne asd no idea ween be ewuld retum te 
Talted States aad did not plam to return wmiless seme smerzency reguired 


his presenee hers. 


ale DON advised that from his mumercus comyersations and contests with TROBE. 
aT? he formed the piston that THORN St =<aa a “bir tics operator’. Asxed ta 
aeline this opinion, =r. DUSn explained thet sithouwh TZ TE522 SPS was es comps tant, 
anrem and a ae ne gave the impression of being enga 
weievhenided merotieticona, Er. aoe f2@ addec thet he ac also neard Thoms Some 
sribed as a “biz tine apezator” oy ome JACK PEYE, who is THON RUNG s « 

ta Peuede-oad Geect Stein. Be did aot ask FETE to etch . 


the tere for fsar of expressing too muci interest i= Tics ars'g ~ 


at the Presa me 


ay Pond adh ta eneasee tn the Mad lest fo os 














WH 46-262 


Xr, DUNN recalled that on one or two occasions vhen he was in the presence 
of THORERDNG the latter was visibly disturbed by investirations being oon- 
dueted by Congress which might involve him. Still on another occasicn 
when TECUISTES ms visiting at Mr. DUER‘s apartment, THORNSURG told the 
latter not to be alarmed if agents cf the FBI called for THORNBURG to 
explain charges made by a radio news sommentator that THORN OG, while 
serving as advisor of Petrolem Affairs to the State Department at $6,000. 
per enmm, was receiving $38,000. fram cil companies for whom he had pre- 
viously been employed. 


kr. DUSE advised that his wife ned recently reosived a letter froa THO 
W32G's wife wherein the letter stated that THORUSTEG had arrived safely 

and that the work of furmishing mad decorating their new house was procesdinz 
satisfactorily. The return address cn this letter wis Behrein, Seudi drabia. 
Zo mention was mags as *6 shen ther =muld return to the J. §. dr, DE re- 
celled further thet a little over two months azo, shile he and his wife were 
at the LaGuardie Airport in Hew York to see Hrs. THOU XRG and her son off 
for Arabia, Mr. TS00E BI2G gave the iatter return trip tickets and instrneted 
Sandi Arabia as a result of the UN's partition of Falestine, . move that ms 
strongly opposed by THORN RIRG. 

im view of TECCSHAS's reported sresence in Sandi Araszia this case is being 
referred upon completion to the office of oririn. 
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Office Memorandum + onitEp staTES GOVERNMENT 
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TC Director, Fal UATE. February 18, 1948 
Wh FROM S4C, Sew York 
f i 
“ ee 
SURIECT, UMITHD 37 TSS WAVY COW THAC TS FOR PURCHASE 


OF Sat! abablay PETROLEUM PRODJCTS 
WAR PRA Cial - CIVIL SUIT 
(Bureau File 46-13326) 


Re San Francisco letter to Bureau 2/13/48 whicn refers te 
report of 84 Johm 3. Cook, 1/7/48, Washington, L.C., and requests "tnat the 
Nea York Office cower that portias of the lead set out fer San Prancisce ic 
referenced report that deale with escertaining production costs on oil prod- 
wise e016 to the Invy by Celifornia Texas Corporation". 


The lead set cut for San Prascisco in referenes report of 
1/7/48 requests that eest infcraiias >e op tained from the Jrabian-Americen 
Gil Compasy relative to arom oid to the Bavy wader scutract set forth 
in referexss raport exc cakes 46 mention of cost figures of the Calivornisz 
texas Corporation. 


zs wee 2 


7iee Of the above, no attempt will be mds by the Her York 
Office to obtain cost figures from tne Californie jexs Company unlese re- 
quested tw do 90 by the office of origiz. 


ec: Sam Prancisec (46-1.56; 
Meshing tien Fiwic (46-1006 } 


aac 
; Bt 
1, 3 20 1968 
* 2 


WAS; ZY 
46-2018 



















Sac, Ww “ever 


tipecter, FiT 
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for your informetice tie agse of eax Thornburg hss fio 
i'M De Sey UGE relative te hearings om the = 
to; ee Gresser ee ae origions 2 
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re is the iesh- 










tae int ith 4 
o wah ot.ers read as fellows: ° th is peccagted erat an isvresti- ’ 





oe sade of the extent, if ay, in Mtich the imo ramed cefions = 
Torees in pecur ing cairecte ‘er the sale of cour Ave iam and “etrelem 
Trehurte te the “nited States “avy ty Unite: aa avancc.” 





"se wiew af the inten sechaneey “ the “resster “cemittes in 
Raangt oe! = vulliett, ettenteast turvie, you are re aes ted fe ascict 
the "lead et ferth in kcem Conk *9 yepert te ze setae nan horoug a whe a 
- previous; | ae wel the reports of 252 J. “errant ¢. “tem "field, _— 
| daremnmy 7 fy dike? ant eae ry 6, 1m?. = 


"dea Linge Field ie imetrueted tw ferwerd aw cory of lgent Coir’ 
ae y 2p 108, to the Bow Haven “fiiee. ben Maven, af hee 
Satan Se preperation, Tet soetert the tetervier att ecieit a reget weflecting 
ite results os early sa rection 
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reoruaty 24, L545 
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2 AU ARABIAT POPE” 
MAR i Pact Clam CIVIL toe: 






Rites-et for pour poot ettetifem is « copy of a 
rebruary 3, i968, fren trig xanete tam Franeises off ce, reflect: se thet 
afTitiais of tte Arebsan prions = ~ompemy &t ‘en ?rencisco desire & letter 
dete canmernicg tho ir ea oa 
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Office ) Memorandum ¢ UNITED STATES GOVERNMENT 


/ DATE: February ik, 1515 
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Rebulet to New Haven dated Fetruary 19, 251.5, 


There is encicaed herewith ts the Hew Yewen O°'ficse one af 
tre report cf Special Agent (A) J. "EENARD “CK dated January 7, 1%8. 


It is requested that upon completion of the inweetizaticn in the 
Yeu Usven Office that thie sopy de returrved te *>: #amingtas Field Office, 















The Kew Esven “iiss is reqcested ts sentuct the investicziicn ra 
Fecraestes tupedis Sc View of the fact that this sese is of prise a 
- on ®—rees 7 es 

/ 
seems ee : iu 
pr ‘vis at oa 
Léts a ae A 
ts, fs am, gt 
oc - Sew Hevea (enct?” “AY; pf ge 
“FF FF fF 
19 frH# 16 942 Wy 
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5 SFEB 181940 el 
















Ds order that this imestice:ian may be completed as expediticasly 
co pensiile exmisiont vith s full expharation of the facts, you are requestad 
te strene the <reee's desire tet thin i:vestigation ze forward siesaiis 
is suy commerioaticns, inelwiing reperte, dircetad te exciiiary offices. 





*ASH 19 FKOU CSO 6 10 
/WRECTOR URGENT 

Sah FRANCISCG ADVISED BY SEPARATE TELETYPE 
Us. 3. BMAVY CONTRACTS FOR PURCHASE of Saunr ARABI AM PETROLEM PRODUCTS 
‘WAR FRAUD CLAIM, CIVIL SUIT. RE REPORT CAA Gon B. COOK AT SFO JAMUAKY 
SEVEN LAST. GEORGE LCIGHT PARKHURST HAS MOVED TO CALIFORNIA. SpeBEX 
STAMBARD O1L COMPANY MERE ADY!SES PAMROEST KOU —— STAD Oi 
COMP ASEY OF CALIFORNIA, THD THO Five = es 

RE ny 


BERTSTED TO IMTERYIES HIE ih ACCRA TH 
REFERENCED REFORT AND BUREP. RUC. 
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FEDERAL BUREAU OF INVESTIGATION 





urs: se. 3 
Tes caszomesurepay Y.STINGTOH, D. Se Butte "amo 46.57) 
CE Ae aE | caccucmmuns | vemenrun | MAPORY Ame BY 
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SE NGPE OF PACT: MAUPICE BROOKS VITZGENAID, Sales Mancesr, Carter 
Cil Compery, Billings, Montara, states while working 
for the Ppetrelem: jAdeintstratia: for Ser, SS, ie 

< was Assigtant Directer of Construction Division for 
r = yveffseriss saly and mows nothing regarding contracts 
a = fortnroductien of eruds oil, “te states he <oes nct | 
~ = ‘ki A. A. MmePRTUZ. | 
a = iss ) 
= on : 
< oO a 
= = ad | 
eo ~ : 
2 7 & | 
= | 
References i Reyert of St JOF™ 2. COON Gutec Jamuary 7, 1942, | 
Mashingtean, De Ce 
Surean Pils Se 45013326. 
wtails: ! 
AT STLLINGS, MORTARS | 
MOCKS FibccaréisS is empleyed as Sales imnacer for the Carter | 
oe] Canpeny, Biilines, Mewtens. He stated he wis employed by tie Feiroioum 
Maizixtretios for Mr, War frodustion doard, Washington, D.C. fran Bye 1942, | 
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te March, 1945, as iseistent Sirecter ef Construction for refineries 
Wis arties consisted of securing mterials for construction of wmricus-4 
fineries including tie construction for the Sauii irabian (il Company. tw 
stated be knew netnine reserdiz; semtracts fer the gurchase of crude si snd 
ee ee ee ee 
eae eee ee ee ree er renee = what he was not 


Seis bdays- Goin a 





= fat Keni oe Bai a ere St be: Re 











BP e172 


acquainted with 4, A, MACKRILLZ and cowid not recall thet imoXRILLE could 
nave ever contacted hin, 


Ee stated that he was well acquainted wita CZ0RG2 PARRHURST and 
was af the belief thet PARKHUZST would have informtion alors the lines 
desired in this investization, If not, PARKHUeST coul: nams rumprous 
persens «io should have such information. He suggested that 720°G2 SIBcor 
of 119 “ontelair Avenue, “ontcleir, Kew Jersey be interviewsd, GIBSU'l wes 
no. connected with the sroduction of crude oi] but seem to —ow « great 
deel about it, No leed is being set out to interview C127" inasmeh as 
reference renort contains a lead te interview P/OREUE=°7 che ean apperently 
furnis!: ths information desired, 


REPSERED TEC” UO TLETION To TH? OPPICS oP CLIGH 


. ; ws ee teats pe eh EE a ee bn ae 
bd Wize . wae 1 ah ", . irae aro oi. - 
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FEDERAL BUREAU OF INVESTIGATION 


Perna Ba. i 


Tres cosgomanarapay = ASHiNT. CH, D.C. FUENO. bhok J} 
| CET aeeee at j One eee enna | mes | PONT sana FF 

BALTIMERS | 29/8 a | 2, DABSOM YAN EPS 
THs . CURACTED oF came 


WETTED STATES HavY COMTRACTS FOR PCRDUASE 


OF SpPNT ARABIAN PRETROLETY PROUT TS 


j 
a.) 





A ee ae ee tee at oe 


aa. valégieviia Texas ~orporation incorperated 
is in § December 6, 1946. Hames of 
— = rators, directors and officers se% 
W . 
= = tas 
Ps ™ id Roc 
ag _ = 
a Lo prices 
Sa gk er p  Pemben fide 6-13326 
aw e 


aMort of Sa(a: JOBE 3. “OK dated 1-7-8 
2¢ Zasiington, 0.5. 


AT LOVED, URLAMA&E 


vifloe, scvised tmat her recoris include nothing om 2 Salifcrrda 
sexae Products Company Sat that the California Texas Corperatioa 
was in+crporated im the State of iclaware on December 6, 1516. 


The 2iie of the California Texas Cerncration was reviewed and 
reflects that the revidest agent im Delaware is the Prentice-tall 


corporation Systen, Ince, 317-325 8. State Street, Dever, Delasare, 
incerperaters are eas follows: 


MILES W, W2NBY 72. 
ROBERT GS. SPRAGUE 
Soe? J, Sie 


? Oe: 


* 
Sed t 


on  ilee 
thes » ce 


| Wiss WELEA SCANLCS, Ccrporation enapbarniat Secretary of States 
| 
| 
| 
| 


Zi Sank Street, Hew Terk, Sou York 
 Widchester ivenes, Write Plains, ew York 
Ll Manor Lace, Pelham Maner, tes Tort 


” neg at 











The 194 Annual = of the Californis Texas Corporation wes seceived 
Janvary 3, 1947, and sentions thet theprincipal place of business ov\side 
cf the State of Delamare is 135 Zast 2nd Strost, New York, Sew York. 


The inrmeal Roncss liste the fcilowing directors: 


225 Bash Street, Sen Francisco 2, Califormia 
225 Bush Street, San Francisco 20, California 
135 ¥aet Land Street, New fork 17, Hew York 
22> Bash Street, Sen Franciscss 20, Califormis 
136 fast Lond Street, Few York 17, New York 
135 Rast 2nd Strwet, Few York 17, Ber York 





Guairman of the Soard C.k. CLOT! 3 nz St... Now Tork 17, 3.Y. 
Presicent Celie KOCGAPAG gage San Aste - ae 
Fice President BW, Le?’ 

Vice rresident LH, LIED 

Secretary SG. EL] ame 

Treasurer Lefic LINGER 





297. 





a ee ee ee eee) eee ee eee ot 
cmmmeca stock, par vaiue €190,[ per share axthorised anc 1C,00C shares issued, 
Stal Gross issete are not reportec. 


The 197 Annual Revort was received Jaccary 6, 1506, and 551 Fifth Averme, 
ze Tork 17, ew York, is given as the principal place of business mtside 
ef tho Stats of Telewure, it includes ths fallowing irfcrmatica: 


225 Bush Street, Sam Francisco 20, C2!‘ ferzis 
551 Fifth trecuc, ew York 17, a aan 

Sol Fifth-averne, Eew York 17, Eew Tore 

225 Basi: Strect, Ser Franciseo 20, Cal iferatsz 
225 Sesh Strest, Sen Francisce 20, California 
135 East sdad Street, Sew York 17, Hew Yerx 
135 Eest b2n4 Street, How Tork 17, Sow York 
S5i Fifth Avenue, Kum York 17, New York 

















Baltimore in6—-1:93 


ffi cers: 

Chairman of the Board £.H. ZERROM 55] Fifth ivenus, ew Iork 17, New York 

Poggi dont Wii, PINCKARD 55] Fifth Avenes, New York 17, few York 

Vice President Ded. HANA SS. Fifth ivenue, Bow York 17, Sew York 
Fir 


Vice Pres. (Fiscal) MM. MaclTER = th ivence, New York 17, Hew York 


Secretary Ak. THAT Sl Fifth Avenue, Sew York 17, New York 
Treasurer PoP. PAUL 551 Pifth Averne, Sow York 17, New York 
Comptroller Ri, S&RELN 135 East h2nd Ste, Now York 17, WY. 

Assistant Secretary L.C. S0aw SS] Fifth Avence, Hew York 17, low York 
Assistent Treescrer .f. LIT 551 Fifth Avence, Bew York 17, New York 


Assistant Comptroller 3.J. STACEY 130 Bast kijrd Street, Hew York 17, "LY. 
The terms of the Directors and O°ficers expire April lh, 198. 


Mr. PF, & TUILAR, Delemere Secretary, the Prentice-Hall Corprration System 

Ince, 317 5S. State Street, acvised that the Californie Taxes Cerpcration ms 
incorporated in Pelamsere by bis office as a revtine aatter at the instige 

tion of a New Tork lew firs, tae name of which ume not menticned. kr, 

TELLAR advised that “tumy iecorporatcre® were not weed ant indicated that 

the original incorporators are members of the “california Texas Corporations lew firm, 


REPERARED UICH COMPLETION TO TES OFFICE OF GRICIs 














Director, FBI Date: January 22, 1948 


GUY BOTTEL, SAC, Weshinctoa Field 


UNITED STATES Bayi snenbpocan FOR PURCHASE 
YB POINTS 


Thie is in refersace to your letter dated January 13, 1948. 


it is requested taat you obtain f the internal Aereaue 
Bureau the Federal incoue tax returns of the ian American 011 
Company, 200 Bush Street, San Francisco, Caiifornis, 
date. 
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SC, Maskingter Field Son: 13, 1968 ; 
WifTeD FaTPrS SAVY COMPACTS We PER CHASE = 


 WasD) SSaBlas PETROLEUM PRODUCTS 3 
SAR FRAGE CLAIY - CIVIL SUIT q 





A = 


You are requested te furnish the Buresu with the emet 
adiress of eaen 2f the compenies whee Peters) icom tax reterne you | 
decire. Upon the reosist ef tris :: ‘formetion & request will be mde by a 
tee taureas of the Commissioner ef Inter:s!] Havenas. Your ef fies is 3 
requested to emtact tne Buresa 5 of Internal Reweme to obteia the 4 
remalte of any invectiration whic: thet agmney may newe meds cf the ic 
opersticns of taitez, a Genesen corscretion and Eetrein “etrolecz 
“saa y, & Caradian eorporation. 





Your office wil) ales determise fram the wovenr of Star 

‘erwer oe Che eieet te whidk it is irvestigeting tne priees at ehigk 
aetro lows prodasts are seid to the Taltex il ‘Yoducte Company by 
quant regais te the Tilted Aates tavy, 
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DIR Re, FRI DATS: January 6, 194¥ 


SMyESe. «= UNITED STATES NAVY CONTRACTS FOR PURCHASE CF 


WAP FRAUDS CLAIW - CIVIL SCIT 
Bureau file Bs. 46-135326 


It is requeeted that you obtain from the Interna! Rereanic Bureau the 
Tecera: income tax returns filed ty the Aradian Americar M1 Company of San 
Prescisco and Kew York City for ths seriod 1943 to date. 


You are also reccested to incuire in order to determine the extant, 
if guy, to which she Bureau of Internat Reverse bas reviewed the scperetions of 
<6 Cacifornie Texas Campany, « shsaai corperation, asd the sahrein Peters] am 


im commection with this investigation it is requested that you +¢c:er- 


mine the extent, if any, to which ihe burea: cf Internal Zevame is invesvigating 
wie peices 2% which pe rci@um rrocdas.: are scid to the California Tezes ii 
Procects Compery, algo known as the Taitez Products Company, Sy he arabian 
jmericas Ti) Cospeay amc tae California , 
tne Fai. States Bevy. 


ae 
Tetas company for subsequent reese a6. 
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G4a PET CLSTE ~ CIVIL BEIT 


+ pafgremen ie made to Washington Fielé Mile 46-lidd entitled ‘irabian a, 
jmerteme O11 Oenpeny; Califerata Avabien Standard 0:1 Company, PAG.* Ls you | 








_ steed imuodiate and cantinuens attention ars two arverente fice 
. secbert 4. Sargech, soag Socistant Attermey Guperai, dated Geteber 13. anc 
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tefercues is rade te your smorentus «f iejimmzer 16, 147, yor 
refiorerss 146-3546. 
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veferdc® 8 =tis to your mmeruntue ~f Mirch 1}, 
‘eestinetion < the Scovo~carticgsd aitter ssa “ejuested. 







poeec weoewith a Tee woes of te report co? Special Agoct 

wr i, MOM, Til, cated July 71, imi?, 2t Mani, Fiorida, Previous reraets 
resisting te ctiget.ce ik ~2e matters weve been sece tVEliaple to the 

a. Wisior « Mmeoordse 
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iimeie.cn as vb invest: gation has now bean Sat We, 1% SOU be 
SppeCe Ba ie if Feu weld chess & (weessery reviow cf the reseits af tie in 
Weel: gation, combucted at advises if amr furtrer inquiry 19 7261 red. 
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SAC, Washington Fieid Septesier 2, 1927 
carector, FE 
ARABI 45 AMERICah O11, CUMTARY 


CALIPORW.A ARABIAN ST&x (a2: OTL COMPANY 
FRAUD AGAINS? THE sOVERINENT 







Renriet 8/11/47, 









Thie matter wes referred *> che Departasnt om august 7, 1947. 
Your office will Se advised of any furtesr investigation sbhish the Deper.sent 
2:7 Gesire. 
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Office Memorandum + oniIvEp STATES GOVERNMENT 


‘ TO : Birestor, FBI DATE: August 11, 1947 
= GUY HOTTEL, Washington Piald Offices 
SUBJECT: par AMERICAN OIL COMPANY 


“GALIZCENIA ARABIAN STANDARD CIL COMPAST 


The Bureau is requested to advise if any further action 
desired in the above entitle! case, imaomech 23 21) seiatanding 
have been covered. 
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5. FBL BEART 7-30-47 11-35 AN LIA 
| BIRECTOR, FBI © URGERT | 

- Eth, GMB TAS. REURTEL JULY TWENTYNINE 
SEPORT SPECIAL ASENT JOM A, WAMLEY WILL BE SUBHITTED BUREAU AUCUST-taiz. 
i2-15 PM OK FBI YASH BC MAT 4 Le 
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RABLAM ARERICAN OIL COnPa: 
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VBI, WASH FIELD 


DIRECTOR AND SAC, MIMI 
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ARBADIAS MEXICAN Cil. OPaxy, ETAL. 
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JULY 21, i887 
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i! - “pRARIAM AVE2ICAR CIL COMPANY, FAS. IBYEDIATELY RESPOND PC 
BOTEL JULY FIFTEEN REGULSTING ADVICE IP RARTNELYESS LOCATED 4 
a? ST. PETERSBONG AND @REN REPORT YAY BE cipgores. ; 
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To: TOMMUNICATIONS SECTION. gyry 15, 1917 


Llowing @essage to: sar 
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te ! vo Wg(SErtrelees st criimtem, Vir iunfa, The rerert ficther 

inf sete! ihe = da ‘Sirois tae antes ak Ga iemuntcoeeten ta is ewe be 

completed ad revert sulal tied to the “eress ax! Fashington Field ‘fice 

ul tt? « “hie des! iin we not met Sy pour office ami in eidition, spon 
al Ving ‘ aterastion thet: ry Garineives had soved from Arlington, Virc' me, 

leer! nc a forwarding actrees of eure) Talivery, St, Poteremen; 








Lawaet! set! org Such action wade \t rocaseery thet the Tashincton ‘lal? net 
request. sect saveetl cation regoitim: in still Merther delay in ths avtter. 


JG lines Per ta cumpletion of lowepticett one are not eet br 
we ‘crea without elequate reeson, ari it is inkernded thet wary coo’ =r-pcees 
Will te gervsc ay comletin the ineeeti.stion withic « specified dx-, “¢ 
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AMEWICAM ADABIAN GIL CO., FAG. PERU 


SAR AMTECSY J. SPLEMDORE SUBMITTED JUHE TWENTYFIVE LAST FROM PYria, 
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WASHINGTON Flom sFkan sf 6-28-47 4-16 
Sbinecton URGENT 
~ PAABUIMW~DMERICAR GIL COMPANY. FAG, REURTEL TODAY. invESTIGATI On 
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SA5, teskington Meld june 1947 
Director, FBI PERS "mal ar a4 


ERABTAN ANRRICAR “IL GOMPARY, "? AL 
rat 


Reference is uade to Baremm letter dated May 1, 1947, in which you 
were instructed to mike a ocaplete investigation of al: charges involved in 
this matter and requeste< t expedite this investigation as such as possible. 
A Gea? line cf thirty days was evt for the completion cf this investigation. 


This dead line has not bean met and it was nocessary tc c#ii this 
matter tc your attention by letter dated dame 16, 194], at which time tins 
inweetigetion was over toc weeks ¢dslinquent. Gu June 15, 1947, you were tels- 
phonicelly contacted relative to the status -f this case. 


tees lines Tor the semplesion cf inmrsstigationa are not set without 
adeqia*e reason. ct is ictended that very gocd purposes will bs served br 
completing tie irwestigations within spent fied detes. The importance © < this 
particclar c8s6 was broc-ht to your attention by istter dated Sarct bay ah. 
Sood tadgnent ob your part wold heve dictated that tris case receive ors- 
ferred anc continous attention umiii nrought te e logical conclusion, per- 
tioulariy in view cf Durem: instructions tmat the inwesticntion be “ sompisted 
by @ giver dete, if for rasgone beyond? your somtre] pes found 14 impossibie 
ee ee yo: skceuld have advised the Burea: in advance, toes the: 
th the reasons cere? ce. a : 
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& 6 
-% is imperative “het the dea? line cf dune 27, 1947, # ht ob Eas Sew 


Deer set in tis case, se m*, are thit you tave epprorriate a -t46n +2 tig - 
what all guxiiiarr offices are pro eviy inet ructed, ~ 
wo, 
So € 
2 & 
iad ” 
rn 
x, 








Fossil 


% 















) Tweeters STANDARD om COMPANY; 
FRAUD AGAINST THE GOVERMSEWT, 


Reference z:epcrt of Sh MERRILL ”. OREEAN at reir Ve Coy 
dated 6-20-47. The records of. Worth Statior., arlington Post 
Office, reflect chet Kr. o. 3 BARTHFLICS hes sored from 1301 Sortt. 
Abingdor Street, ar: aington; fa., in March of this year, leaving 
a forwarding address of Venerai Delivery, St. Petersburg, Florida. 


at is soted tha: the Sureau has instructed that the investigation 
be com leted ac a report submitted by June 26. 1%7. in view of 
this, it is being ieft to the discretion of the “ashington Field 
vifice, % hich 2 topy of this letter is being Gir-cted, as to 
capt or nct it is advisable tc still try and locate Mr. cAxTHELICS 
threigh Genera. belivery, St. Peter "sbure, Fla. he encic#ures to 
optimal wath ine report of SA ietiheal, atove referred ae are being 
retumied heremwiin tc tne “ashingece Field OfMice wits their coptes 


of this semrardcz RvUC 
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Retalet, May i isst. ee Se ee re 
is receivias investizstive attention ant saan @ commeebensive repert will be 
veeeived at ths Purves. 


will be meted from 4 review cf reference letter that you vere 
seer ercee. e Parete © reyery 22 Se eer Sn arty Se Th4a condi ins 
office. 
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i easled Mr. fettel end in bis steence spake to FE. £. Seudy se cee 
indiesting the neesesity fer detersining todas the dete apes ezisch the _-—-——— 
fegtent investiantion con be completed. 1 feruianed Gr. Seebr sith eafficient 
beckgreunt inforention te roist owt the imertancs of this case and the fact that 
ae ee eee 





date of Pa | 16, 1327. 





SAC Settel of tue Mashington Field Office televhoalcelly adviped tht 
wi 


th Leads for Sew Yerk, Sen Francises, Los 
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Mr, Theran L. Caudle, Assietart attorney Oisreal Ame‘ 2%, 1947 . 
Criminal Division 
Director, FRY 
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 ARABTAN ANPRYCAR .1L COMPANY 

~~ CALIP HNTA ARABIAN STANDARD CIL VOMPARY 
PRAUD AGATNST THE GOVLRRELAT 


Reference ia sacs to my memorandum dated April 9, 1547, {n which 
FH were adviessd that oo investiretion was contemplated by this Sures: 
relative to the cireumstarces surrezmting ise negotiations am! award of 
the contrect sijered into by tae Mavy Derarteent ami the Califarnia 
ee eee ee ae oe ee ae a reqyuest by <2 


é 
i 
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é 
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it wnid be sppreciated if pau wuld advises . 
comenisaee whether or not ro: desire the Barean to conduet any investi: +- 


ion relative to the negotiations ant eward of the contrect in question. 
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| Office Memorandum e UNITED STATES GOVERNMENT 


: Director, Fil DATE: gpr4i) 2, 1947 


» 3 


GUY HOTTEL, SAC, Washington Field 


& 
SUBJECT: aAPASTAN MMZRICAK OTL CRLFAKY; 
Wk .LRORNIA ARAZLAN STANDARD OIL COKFANT 
f FRACT ACAINST TEE OVER 
f 





_ Bgaference is mde to the recort cf Special Agent ME-HILL @. 
UEERNEN (4) detec april <, 1947, at fasrinzton, %. C., copies of which 
are enciceed. 


It ig cdliied to the attenticn of the Pureau that the Senate 
Comittee ic Investigate Aational Defense (Srewster Committee) hes con 
Guctad public ings on tig mtter on March 22 and 29, 1947, at which 
3 RSS pe testified as tc the tackroroum ard princical facts 
: ss me ofrer in i¢4i and for three years thereafter. It ap 
peares that the Committee's interest lies in tne zeneral oicture concern 
ing molitical and strategic factors arx — to be aired at the pres- 


w.t time due t the Middie astern crisis ffecting at the present treece 
arc Turkey tat clcsely aiiied to the ua. ie 044 P4elis of the wicdle ee ee 
Zast. a A 
7 
Purtuer hesrinzs ty tue comaittee sere ceferred pending an aoe 
Loweetization ty former Umitec States Senator TE%b L welar wc wt / 


, somenct a thorough inquiry, together with the seazers of the investiga- 
j tive Staff of the reuster committee, and tc resort af soon 28 ~«ssitle 
jo tne Zxecutiw Session of the Comittee. at tnat time the ccmittee 
wiii decide further acticrn and hearincs to te conde cted, 
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Under date of June 16, ig Drew Pearson, ‘in his ne 
colum, has stated that the Justice Department has been stalling — 
i bringing thie case to ceneinal “? nfo ) 

Bur has completed ail investigation or our file is closed. 















In March, 197, at the request of the Criminal Dirisica, 
the Bureau undertook « complete and thorough investigation ef the 
complaint received by the bepartaent, alleging possible frauduient 
activities on the pert eof unimowm Navy personnel, in connection 
with the awarding of a Eavy contract in 1945 for the purchase of 
oil from subject compeny. It was aliesged that subject company 
offered to sell petroleuz products to the U. §. Government in 1% 
at a stipulated price which was not accepted. In 19%)5 the Navy 
entered into a contract for the purchsse of ofl] from the aon at 
prices approximately 100% higher than those offered in 1%i. 

was further elleged that certain high Favy officers sponsored ~ 
contract at higher prices in en irregular gamer. 


WESUITS OF INVESTIGATION: 


Our investigation revealed that the Navy declined to pur- 
chase oil offered in 1S because (1) high sulpbar content, (2) 
overproduction of o1i in U. Se, (3) Mecditerrenesn sea lanes were 
closed to Americam shipping. Justification fer purchase of oli 
from Arabian Ameriern ila 19:5 for the reason that (1) sul pine 
tent decreased, (2} change of world conditions crvated heavy demand 
for oil in Western Pacific ares, (3) Mediterranean sea lanes were 
opened. It was further disciosed that oil purchased for use of 
Navy weet of Peari could be obtained from subject campany at 




















ce a cost of approxiuately h2% lower than from American sources. Inter- . 





views with Navy personne: and persemms)] of Apibian Amarican 013 
responsible for negotiating the contract failed to disclose any 
irregular activities. 





Imaodiately upon completing the brimin a feels a + in 
October, 1957, the Clatea Division ef the Department requested an 
investigetion by the —_—— — Se whether 7. on 








Ay. 





ss 





Kemorandum to Mr. Rosen 


existed on the part of the o11 companies concerned and to estabdlish 
the basis of a civil suit should their liability be established. 


STATUS OF INVESTIGATION: 


After mumerous inguiriles to the Criminal and Ciaims 
Divisions of tne Departaent as to whether additional investigation 
was necessary, the Bureau, on Septezser 16, 1919, and December li, 
i%&:9, respectiveiy, notified the Criminal and Cialazs Divisiona tnrat 
in the absence of specific requests tne Bureau considered tha casas 
closed. 


There has been no delay by the Burseu i 
responsiodliities in this inwestigation. 
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FRAME “Tiwi, now esployed by Connecti- 
cut Light and Power Comceny at Waterbury, 
Com., advises hc Luows nothing eenserniag 
any irregularities or impreper astieas in 
commection with Bavy contracts fer Saudi 
&ravian Fetrolew Products, 


pa tied 
= 


(a) ¢. HERRARD OOK dated 1/13/49 at 


dew York ci tye 


At WATARBURT, CMAICTIC.T ‘ \ 


OID was interviewed at his present place of wxpife® 
meat, the Commecticat Light and Power Company, 250 Freight Street, 
Waterbury, Comecticzt. Ze stated tnat in 1544 and 1945 ae wms 
serving 13 & liewtemat, SEX, in the contract “leerance Civision 
of the Materials Sectim at tie Savy Deperuent, Hashinzison, 3, ©, 
He described this tection as a part ef the office of the Secretary 
of the Eavy. 


He states that his irmediate bawa! scseriar ws Admiral 22255 
anc “he civilian guperier, ome C. BH. KC VICAR. The duties ef tis 
section te which Mr. RRINECID was aseigned were to review largs 
procurement comtrast: ia the sums of $200,140. ani upmrds aad 
especially to review comtracts for sils axl gesclines as well es 
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propulsion, radio and radar. 


Concerning ALLAN A. MAC ZRILIE, he met MAC KRILLE casually on one or two 
occasions asd on some few occasions ms in telephonic contect with hin, 
He states that prier to the time of consideration of Navy contracts con- 
cerning Saadi Arabias cil, that he had mo diseussion with MAC KRILLE con- 
earning such. 


The scetion in which Mr. ERISOLD was assigned did net contact the supriter 
of any raw materie:: mor did it concern itselg with negetiaticns. The 
specific job of his sectisn ms to review contracts after the possible 
setting of same kad beer discussed anc to determine if the contract was 
proper for the goverment to make in all respects. Mr. -EIWHOLD estates 
that ac the varying contracts for Seudi Arabian off ¢st to his section 
there ms substantiai discussion in hia section concerning them because 

of the price requested for the of]. fie stated thet it was extramely diffi- 
cult to determines whether tne propesec contracts were or were not proper 
inagmuch as Seudi Arabia represented a new factor in negotiations and that 
previous srices ani otner means of comparison were practioally useless. 


4r. REGSZOLD believes that a favoracie determizaticn concerning Saudi Arabian 
soptracts was ,ay macs Cecause it erpesred that thers was imperative and 





immediate secessity iss scch supplies of oi] and that consequently price wuld, 
of necessity, have to be the secondary consideration to the military meseezity. 


Mr. RSIBHCID does met kuow any individue! named DES“Ai of the A-abien Ameri.- 
car Oil Comceany. He does aot know of any instance ix somection uith these 
contracts where isreeper pressure ms put upon tae Navy Department or imdi- 
Viduals worzing for the Zavy Department or Navy persome! in an attempt to 
secure Such contracts 30r does ha know that Sauci Arabian oil mizht have 
been previously o:tered tc the Havy Department before the contracts in 
ques-ion were ict. 


Be stated that Hr. BAD TaaPPE of the far Productisn board also discussed 
the matter with Mr. Tica". section: because he was aparently more faxi- 
liar sith the situstion. Ms stated that it wee his feeling that approval 
hed See= granted te the daudi Arabian contracts because of the fact that 
military aecesaity denanted the seme, although the general feeling uas 

that the price of <he oj] was teo high. Mr. RETRY. stated thet due te 
the time lapse that ae was ummbie to ciscuss actions in commectior with any 
parti cular Sewti drevian comtract, but that his statenent comesrning « leck 
of knosledre concerning irregulsrities 21 any type is correct somcerning 
amy contract of such natures. 





REFERED CS CPL ATION TO THE OFFICE OF MSI 







Mr. SOSALD @. “03Y, Special Beployee attached to tie 
gton Field Office, ebtained ine following -artinent infersntian {rom 
the Savy Perscanel records concerning PKALEK MILTOR 2ETWERE , &., Sa 








WFO 46-1906 


This file reflected that REIMALD served is the . 
United States Kavy as a Seman Second Cless fro= 1917 to 1918. eETNROLD 
wae Sppointed & Lisutenent on February 3, 1%4, and reported for active 
duty fn Wechington, D. %. on Mey 12, 1544, at which tise ne wes assigned 
to tine Gffice of the Crief of Procurement and Materiqis, ©. ©. kavy 
Departeaent, Washington, 0. ©. Gm Nowamber &, 1945, he wes released from 
active duty. In 1947 -RTSELD's address was still <5C Litchfield soad, 
Watertown, ~-onnecticut. At tme wine of bis release ir lS RELZHCLD 





stated he waz poing tc return to his civilian sosition with ‘the Comecticut 


Light and Power Company. 


20 HER HATER OF7z2E: 





weoort of Special Agent (4) EILLZA: «. ZALPIN, 
dated Feoruary <4, i942, at sew Tork. 


ro 


Remort af —. agent (ai eo SHBES “oe, 
Gate) Meech Io, a5ad, at bastington, D.C. 
Re ort az Special Agent (Ai <. cea SS CoG, 
ae ay <, 18d 8, at Magni: gto, f. oe 


ES 





THE Woe Yaz 


At Wetertom, ‘ornecticut 


Wili interview FRaA-< M. *ZISHOLD, 250 Litchfield sosi, 
Watertown, -vormnecticui, moo serv:d as a Lisutemant in tse tmited States 
avy froo 1944 to 1545, and ascertain from his complete information as to 
any discassions nad oy nim with Commanier 4. 4. MAMERILLE, formerly in-- 
charge cf the Parchase Section, Field Division, Buresu of Oapclies and 
Accounts, United States Savy, cr with any other indtridsai cercerrin. the 
SAUDI APASIAN of] prices sorior tc the ccnsumation of Con-ract Yumber 
§ 5 SX-LL-10085 with the arasian—Amarican 01] Company dated Jc - 
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JOEN L. MARTIN (4A) 


TTR | CHARACTER OF case 
STATES WAVY COFTRACTS FOR PURCHASE OF | AR PRAUD CLAIM 
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C. WARNER YeVICAR was Procurement Specialist, 
Contract Clearance Division, Executive Office of 
Secretary of Eavy from diby 2, 1942 te duly 5, 
19,5. Tties <srs te review ad aprrove FPeqests 
for eontracts from ail Navy Bureaus in ancunts 
over $200,000.00. MeVICAR has no personal recol- 
lection of amy details im clearance of requests 
for comtracts with Alwine@ or Cal-Tex. Comets, 
notes, and analysis shests af Clearance Uivisics 
attached tc clearance peperz lecated in files ef 
Material Division, Kxecutive CfMice of Secrvtary 
of lavv. 





- BC - 
ROPERENCE: (wo 13326)} Letter from Washington Field to Director 
anc Detroit dated Ucteber 6, 1948. 


DETAILS: C. “AMISR MeYicmi, 22243 Morley ivenue, Searborn, dichi gn, 
advised that ce wtered on daty as a civilian in tims Contract 
Slesrance Division, ixecutive Cffice of the Secretary of Navy (Z70S}, Office 
of Procuremmt and Matsrial, Exvy Sepirteent, Washington, D.C. om duly 2, ite2. 
Fe was mde Chief ef the Division in Ilgvenber, 193, and terminated kis 
services in =he Division July 5, 1%5. 


| Me¥iC AR was is charge of mex experienced in purcimsing, whe 
received and malysed for cam Pacte from all Navy Buresus, in amcunts 
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approved by McVICAR, who then sent the clearances to the Deputy Chie! of 
Office of Procurement and Material (now Material Miviaior,, Exsoutive Office 
ef Secretery of Navy) for final signature before issuance of the contract by 
the Durem involved, 


McVICA® stated that by the time the remects bad reached his 
division price negotiations had bee: comheted by the submitting Bureau, and 
the submitting Bureem had also recommended to whom the contract be awarded. 
In other wrda, the principals te the proposed comtract hed been selected 
prior to the time NcVICAR's staff received the requert for malysis. sc/i0 Ak 
stated that only in very few cases were any ejections raised Pr Mis civision 
which resulted in changing the selection of- the camractor. 


McVICAR stated he reealled ciearing recuests from the Boreas: of 
dupolies and Accounts for comracts for Persian Gulf ares cil, but couid net 
feeall the ofl company or companies involved. It is noted that Mc¥iCai's 
period ef eupleyment would cover the dates of combracts SISi-¢156, KRISK~7)755, 
MXSX—-%4155, WXSI~950K,, all with the Caiitormie-Texe: Cii Company, and posnibly 
W5SE~]0085, dated Juiv 9, 1945, with the Arabian-~Aserican O11 Company. 


MeVICAR said the Contract Clearance Divisisa tried te meet « 


if any of the requests were sert beck to the Burem cf Supplies and Accounts 
for revision before final approval. EcYICs saic that if any eo jectioes were 
raised by sis Division ccmerning a partionlar request, such objections would 
be included in tne commenis, notes, and amalyais sheets attached to the <) sar- 
ance papers in tae Giles of the Euscutive Office of the Secretary of the Savy. 
Suct: comments, notes, ami a-clysis sheets are act available tc or among the 
recerts < the Bureau of Sapclies and Accounts. 





The Contract Clearamee Division sorted closaly with NPB specialists, 
sho had access to informetion that was difficult for Clearmee to cbtata readily 
from ether sources, McVics said that SOURED >. TAQ7FR, Chairmen, Seiid md 


Liquid , SPE, was his particale ¢ on fuel eentractes. 







kpartanat. 105, 2707 Columbia Besd, 5.8., Washington 
D.£., telephene Adams 549%. ° pin crre ’ 


#eVICAR recalled that particalar attention was given te contracts 
for purchase of ei] outside the continental linits of the United Staten, tet he 

























(D8 46-1005) 


conla reeall no indication of irregularities. He further stated that to his 
recollection none of his staff had been aaployed by ef] companies price te 
Government service, nor had accepted expleymer with any ofl companie: after 
Govermmeat service. 


MeVICER further stated that PRANK MW. RAIMECLD, Lieutemant, USNR, 
was an dnalyst on his staff, and not his assistent. McVICAk's assistant was 
EDWARD FITZ GERALD, wis succeoded to the position ef Chief shen NcVICAR 
terminated tis posi tion on July 5, 1945. 


Preset during the interview was NcVICAR's wife, nee x AOR NE 
BENTON LIBBY. Mrs. e¥ICA® worked as Secretary and Chief Clerk in charge of 
clearance in the Contract Clearance Division. In this connection she typed 
clearance documents end analysis shevts, took dictation frce malysts, snd 
acted as lisison between NcTICAR and hie otaff. 


imtil recently HcVICAR was Senier Buyer, Pureh2esing Derartarit, 
7 Ford Motor Company, Deartorn, Michiess, “+ iz iseuing this empleyment a: of 
October 2, 15.3, ani advised that in the event further information is desired 
from him, that if he can not be lecated at bis Detroit address he may de 
latated through the foilewing address: 


c/o Mrs. A. _. Macillla 

6 Eomer Street 

liewton Centre, Massachusetts 
Telepkcas: LaSalle 7-291 

























FANAUM © UNITED STATES GOVERNMENT 


TO =: BYRWCTOR, FEI DATE: Cctaber 6, 1948 


ye GUY HOTTEL, SAC, HASHINGTOS FIELD 


scaject: Cownrg STATES MAVY COMPRACTS FOR PURCHASE OF SAITDI 
vf Wh2 FRAOD CLAM 
| CIVIL BE 


Information has been received from the Philadelyhia Office to the 
effect that the personnel fire of PRAIK MILTON REDHOLD, a former employee of 
the Savy Departaert, whose file nis resorted to have beer sert to the Reval 
Recoris Ranagement Center, Mechanicsburg, Pennsylvania, could not be located 
at that place, 


f. 


e. 


The Philadelphia office further advised that ©. WA) WevIcak was 
born cetober 31, 1% at Detroit, Michigan, and from 1923 to 1942 was exployed 
as “ashier ani General Purchasing Arent for the Detroit and Cleveland Navigation 
Cospanay, Detroit, Michigan. 


On suly 2, 1942, NCVICAR was appointed Principal Administrative Cfficer, 
Comract Clains Section, Procuresent Aranch of the Office of Procurement ev 
Vaterial, Executive Office of the Serreiary, “vy Depariment, Washinton, 5. ¢. 
Cn Yecember 15, ~245, Se Aett ‘he Hawy Separteert ami became a Consultant, 
Zlectrenics and Commnications Branch of the War assets Administration, 


me fite of MCVICAR et Hechanicstburg, Pennsylvania, reflecte: thet 
Xc7VITAZ resided at Apartusnt 106, 375 Jest Grand Aovlevard, Detroit, kichiza:, 
and that ris father ARCHI€ A. Me VICAc resided ai Apartment Ho. 1, 7433 Seech- 
wood Avemme, Detroit, Yichigan. While residing in Zasnincton, D. C., MeVICAR 
lived at 4717 Chevy Chase Bouleward, Chevy “hase, Varyland. 


' Inamech as HcTICAR is oelieved to be presently resicing in fetrait, 
Wiechigas, the Detroit Office is requested to locate and interview C. WARMER 
FeVICAa, former exnicyee of the Executive Office of the Secretary, Mnvy Depart- 
rent, Washincton, D. <., as to his part iz osgotiating the contract with the 
Arabian dgerican Cil ee ee ee 
of aii from toe California Texas Coywecy. ; 
For the information of the Detroit Office, the United States Mery 

extared into fourteen contracts for the purchase of:m&A from the Persian cul! 


an 
ae 


Pee. 








. : = After Septesber 1965, the price of this sane 
oil wes increased to $1.66 per barrel. 


price , 7 ) 

assert that this came oil could have been purchased ty the Savy st & mich cheaper 
| shat pricr ts eatering into the first cortract 

oe EE the United States 





Ts has been alleged that officials cf ail commenies tegoorarlly on the 
ee ee ee a ee a ee 
thie oii £ rom ne Arebian: american Cl ees 2 tee) Cale anie: tetas Ct 
Company st a higher arice. 


Yor the information of the Detroit Office, C. WARMER WeVICAR ic his 
capacity as Principal Aduinistrative ¢fficer, and later Heed Adsinistrative 
Sfficer in the Procurement Rrand:, Executive Office of the Secretery, was 


insvrusestal in ranting thes ocatracts to the grabian Aperices Si Company 
and the Califorwia Tezas O11 Comany 





For the infcrumtion of the Betrcit fice, there are being enciseecd 
herewith the following reperts which will cive a co=plote neckgrowd of instant 
case. 


wecort cf Special Agent J. HERMAND COCR (A) dated January 7, 1348 
st Beehington, BD. C. 


Report of Special agent J. SEREART (cE (a) date! Pebramyé, i348 
s& Sescingtens, DBD. C. 





" 


letter tc Dircctor, FEI 


&) date’ March 29, 


om 


Report cf Speciai agent J. SBRNAHD COOK 
1948 a Basrington, De Ce 


Tt. is requested that tre results of the interview of ©. WARNER ¥cVICAR 
be furnished in report fcrs, three copies of which are tc bs tranmitted to tre 


Brodie 


Sls Detroit (Enc.) 


Oe 
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cari, en ias 











ane eee ee eo 


“Baty oe 




















eo ee: 
3 





a | es 
Sgr ee ren ee 





























% 
de ~ 
a 


AP ta f 
7 ‘s teas 
iz 2 ie 7 
: i om no 
‘ BS jl 
“4 " MG : 
hs tj - a con : 
‘ eee €- | We i 
‘ As Boas! ye se 3 4: 
gi kB, t: 
Ss Me "ah 
2 eat ¢ a 
i S Site 
Piece | 
‘ 


fh re eter, rane 
sic OTT pNen ana te 


Ss wererere serrate SL or 





tei ha, ee a 
otae : 


















Pas ih-1908 


BERNARD DOOK (4) Gah 


Kat FRAUD ALAIN 
SIVIL SIT 


b3 26 USC 6103 Per IRS 


=STSREM SE: Bureau file We. 46-1378 


Report cf Special Agent (4° 0. SEERA XCF 
Mashicetsen, 3.5., Gawd vume 77 16/9 


- -g 


cra 
a9 
A, 


e TTiiiadé.thia ietier dated Suly It, 1942 
* 
—, i stad ry i. banp ~m, = * 
ETAL St AT Mal WToN, So. 2. b3 26 USC 6103 Per IRS 
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b3 26 USC 6103 Per IRS 





tit Philadelphia Office reported that tne cersomel files so? FRANK 
bh. REIMHGG and °, WARNER WO VICAR could nct be located in Mechanicsburg, 
Penrsylvania, wits the information previcusly furnished. 


A further inguiry at the Mavy Departesst reflected that PRANY 
SULTON REIMACED served under contract 3c. 65Zz as a dcllar a yesr san froe 
May 7, ~244, %& June 5C, 1944. He resigned froe the civilian seploy cf “he 
Mavy Departee:: to accept a ccamission in he United States Navy. His Zils 
Was sent tc Mechanicsburg om February 5, 1¢ 46. 


serertcent free July Z, 1942, te Mew 1°, +7. se Was born on October 33. 
<-. 7 eo om 3 tm 
avo This Tlie was sent to Mechanicsburg on Mey 12, 198. 


ve WARNER WO TICAR served is a civilias capacity with the ter; 


PESYTISS 











kechanc i st mnsyiveania wil) again exieavor to locates the 
sceTscnnel 3 of C, NARMER Wc VICAR and FRANK ¥. REI'ROLD, fore Savy 

Department emplcyesee, and obtain comlete information fros these filea in 

cece? that these individuals xight be interviewed concerning their connec 


aha gle era of contracts tc the Arabian American O11 Compeny ty 
the i. 8. Es37. 


TE EASMIMOTOR FIELD VISION: 


4&2 Seonincton, b.v. will upon receipt of information froe tise 
Puiladelphia Division arrange tc nave FRANK kK, REI MIOLD and S. WAHETE 
kK. il ca interviewed ccomerning tneir ccomection with the awarding of 
sihirasts by the davy Department tc the drebian American O11 Zompenr. 


conies <2 t.i5 report are being sent tc the Mew York and Sar. 
Yrameiseo Offices for infcraation purposes. 
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° UNITED STATES GOVERNMENT 








: DIRBCTOR, Fel DATE: June 22, 1948 
ii : 
. Veg te - 
ChviL SB | zy 
meference is made to report dated May 26, (947, at Hashingtos, GB. C., 
oy Special agest 3. RERMAND COOK, (A). 1 


There is encisecd herewith te the Bureau am to ail offices receiving 
conies of this comeinication, sufficiem? shetoststic co-ies of the “Analysis 


of payments for oii delivered to US Wavy," to be aviached tc and maie a vert 
ef recewt of Special agent (A) J. TEKHA-D COCK dated Yay 26, 1948. 


lt is reqrestec that all offices receiving cories of this Letter, 
attech tc esi sake & part of the resort of reference, the above—ment icnec 
analysis comisting of sever pages. 
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FEDERAL BUREAU OF INVESTIGATION 


; MEPGRT nee ST 


J. BERNARD COOK (4) deh 


Sv NOPEtS OF PACTS: Personne. Yiles of FRANK K. RET MHGLD endl ©. WARRZE 


EE 
i 
\ 


MC VITAE transferreé tc a ae Pennsylvania. 
etter irom J. T. DUCE te F. 4. DAVIES, Gated Jamary 
26,1946, set cut. 


oa Pm 


Bureex file Sc. 4-133 
Report of Special Agent /&) 3, SEHNAHD 7OCE 
at Washington, D.°., tated May 2%, 1948 


BALLS: Tee ps 


ar. 35S SERA, Roce 124) Wevy Building, stated that -he criginal 
persoatel files of FEARS Mei MRD and ©. MARS? MO VICAR have been trans- 
ferrel tc the Navy filee et Mecaanicesbarg, Pennsylvania. 


Mr. SEAMAN stetod teat sis card record reflected that TEAYF ¥. 

Ex’ eon was saployec at the Savy Seer tasnt from May 3 tc dume X, i944, as an 
analyst in is the lonstruction leerance Division, receiving a pay rete of £14.52 
ver day. ‘The caré record reflactei that © . WARNER MC TICAR was born on 
Setaber 31, 1904, and was employed in the Mavy Departasat fron Jaly 2, 1942, te 
Kay 1, 194, at which tise be resigned te accent ameteer posi ticu, it the 
ties af bis reaignii7 ne was aa aduinistrative officer in grade “AF 13, re- 
ceiving a salary of 90,440 per anne 


A review cf the exibite <f ths Special Committee Investizating 
tee National Deferso Progras of the meme cdaehage Senate erg sia a letter 
dated caged &, < froe 2. 7. OO jen letter is an 








AF. tb—1308 


"Reflecting upon the possibility that with contracts now in 
foros continuing throughout the year we may have considerable net, 
maggeat you give soma thought to a policy of sliocating all pos- 
sible charges azainst 194 incces. 





We wight be in an embarrassing position with some people 
witr. whom we have ccntracts shouid our net be excessively high.” 
I am recalling cresent position in Yenersels as result of iarge 
earnings of Creole, alsc possible effect in fashing tion. * 


In a@titicn to the above letter thare is set forth herewith a letter frou 
ce T. DUCE, dated February 21, 1946, to ir. J. 4. ¥° DONALD: 


Sith refereme to LFE--15%K. 


*] have beer 2zoing cver the iast figures sent ae. May I somplain 
a iittie taat the figures on protecting Ueot. sparations are a Littis 
abstruse in their oresent forn. After doing a sonsiderabia as-ont 
of mental gvraticns and aritimetical calculation I feund sut mat 
“3s figure meant per barrel. 


*. surgest tnat you gst these figures and go inte consul te— 
tach wit Mr. DALE SZ anc recast the forms slightly. I notice for 
{iostame, that operating sxpenses are divided into tec <ategories— 
senesa. expense cf Operations and Soyalty. 1 taink these should 
be get apert sc that cne sees cleariy which is which. ‘The figure 
$2.99 per barrel refers of course entirely to royalte =hile the 
“ther operating exoense is §.C7P65 per darrell. Similarly we heve «a 
cater of other expenses wricn zi zht well >e segregated out 20 
teat the total: $3315 per Derrel is clearly arrived at for operating 
ani zsenerel expenses. The set-up woud then become less aystiiying 
ween one takes a first glance at it. 


“*] nave tine myself to do ths meatal gyrations necessary to 
clarify the ststement az it now stemds but I can iasgine people 
lige Mr. KEMP would be someuhat amicyed by its present fora. 


eKhis is a criticion es tc form only. ‘The figures are ckay. * 
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LBATS iS 
THS PHILADELFHLA DIVISION: 


At Eecoanismure, Fe. «ili Teview the personnel files of C, WAPNEF 
BC VICAR and FRANE MW, REIRHOLD, former Navy Deperteent employees, amd obteir. 
complete description of their duties in the Navy Derartesnt, together with 


the 7forsa. sositions held by these former emnicyees aw! ale- the positicns 





ro 


miich tne, accepted resignation. 
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THe MARUCTON FIELD DIVISECN: 


Dale wit afte{ dire 


Sacvived Veca <h6 Bureau, prepare an analysis cf sams. 
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FEDERAL BUREAU OF INVESTIGATION E 


Tau casa eidiascams'ar WASHTWOTOK, D.C. paz mo. 46-1908 






; SEPORT mabe oY 

prea, | Ja BERAARD COOK, $4 (A) ta 
= PRED CLA Ty 

! CYIL sur 

i 





a 








SYNOPSES OF PACTS: Analysis of payments for ofl delivered io 
Umites Staves Mavy from Sandi Arabiz reflect 
that tote) of 964,700,1%.15 worth of sil 
Geliveres smi paid for by United States Sovern- 
wert, under fourteen contracts. Additions? 
516 ,435235 paid to California Texas ti] com 
pany (Gverseas ) linited, umier Contract No. 

a MIX-1499 on daly 12 , 196E. "etal raid +g 

e131 products ay amcumed to $68,716,619.%0e 
Tertified copies of csrtractas, vouchers and 
esecks obtained ara transmitted to rem. 
MMARD P, TAAFE, employed as dollar-e-year 
mii, War Prodacts Board, frou “ictter 1, 3f 
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Pured Pile tc. 40-1336, 

2a-ert, of egae Ag ext LA} ce TEE AED ARE 
ie Yeorch ao, ioe F4-4 Basrimet 5 Le Ue 
zr te Berean fron San Trenciscs cated 




















46-1908 


California Texas Oil Company (omrecns) 15,540,057.59 
Tintted (six cantracts) 
Arabian American Cil Company (seven contracts) —29,482,501.43 


clei, ‘ack cama Allninte ab abies) race baWaeeMin = ter he ie ase ee a ee 





WHI-145399 September 15, 1945 7 gL ye BS 065 
WOSI-2375 kre 14, 1946 65100,072.59 
MESI~3956 ictober ls 1946 a55 027,58 
F = 23 1946 hbk. » PHO —e7 
WSX<LL-10925 rae 9, 2 945 94,3 343052 
Wai29<27 sepeaster 1 once oe 39235 627695 














ahora to the acove fourteen contracts, the Cewral iccourtix 
axsmitted with the certified copies <f the fourteex: 

comracts cae with the vouchers and checks ic payment soapdihaad @ ouch 

in payuent of Contract Ho. Miai-l459 dated dpri 3s 2946. eee aca 

payshle to the California Texas ofl Company (Oversess) Liz 

14066 in she oment of Fibs eH5e this ancent wes > pe a i 














45-1908 





aU saith stint aaentbhioee sade tertn mts ets - 


1947. cht Capes te tven ote OL Cope, fr 2 
of this inreabigat‘+c=. 


The certivied copies of the fourteen contracts together with the 
vouchers and checks in payment thereof, which were obtained from the Gereral 
Acecanting Office, are baing tranemitted to the Mmreax with copies of this 
repcrt. . 





Wies BLILAREE 8B, TRWNRY, oom oW, archive Soficine, weakineton, 
i dic, aaah ak ee eae ee a Gee a 


This file reflected tua: DMD ?. TAAPS took the oath of office 
Se ee oe 942, Sis rosition was Chief 
f the “isl amt Petroleum Products Section, Procurenent Policy Division, 
comodiay Rerase sevisor *s Offices. This Mile reflected that TASPE re- 
sided st 21) Yaterms, Providence, Zhede Island. His msinese siuress cor 
listed as tre Gessral Cables Comeration, £20 Lexington ivenie, Mew Yor« City. 
He was borr. on lecesber 2, 1483 at Philadelphia, Pennsylvania, amd gave on 
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| wrhis is the file on HD TAKS, which 1 [ mentioned 














War Products Soa: y 
ciseortimec. 


Ser r 28, LHS She services of ROGARD P, TAAPE with the 
ruiuated as the activities af that meee were 
4 to his duties with his prewios xorivate exelcyer. 














Mertified cocies of the following contracts, 
% ope Laer with thé Yoichers ani checi 
wert thereof: 





Aye act ae ‘autes ne oe 22, 1GZé 









fornia Texas = ogg ee Itc. 
MISI-31315 Soresber 





wag oy ae hex > LSS 
Sovenber 20, 1945 
dame 14, Lise 
Setober -~y 1946 
Eevesker & V2 13E6 



















Will ascertain the history and associates of FRAEK ¥, BRIE 
and MEVICAR, former employecs cf the office of the UnlerBecretiry, ‘United 


4 
* 
i 
1 









‘*® Till chtain copies of a istter written Jamary 26, 1946, by 
para TRARY DECE to another company official regarding exnenses for 13i4 







ani the ‘allacati on of all possigzie charges to that year. ueeiries should 
be nade covering the azture ami extent of the Arabian american Cl Company 
comracts for 1946 in order to determine to whom the latter referred in ihe 
parase "the corranm sight he embarrassed with cesple with whom it had con~ 
Sracts shouic its net be excessiveiy rick .* 











two copies of tunis reper. are being furnished to the fa: TESCO, 


wen York, ant Los Angeles Offices for their intorestion in view af the fact 


_—-_ =~ 


35a% additional investigaticn may be requested =f thsae regpective eff ccs 
at a izter date, 










FEDERAL BUREAU OF INVESTIGATION 


Tits cassomomarepat WAEATEIEQS, D.C. ruruo. k6.3566 
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ee ne A ap ee ce ne pe eT an aoe et eat 


SY NOSIS OF FACTS: Cony of “Ret Lire sgreenent” in possession of 

Petwolews Pivisicn, Department of Stets, 

Veshingtai, be 6. Offieiele deelined to furnish 

oogy om theory that onid Geomnent leaned to Stete 

Department br 2P42E43> Sik GEARY om 0 confidential 

basis, Revise af renegotiation files et Resesstrection 

Fiseuse Carperstion refiested sRABIAB-AUGRICAN O11 

COMPANY reasgetieted for seer 1965 ely, wkisa re- 
reeulted in eleeranse of this cempany on 


from 1536 te 1985 set out. 


aR IRAN REL RA OP I 
Ok: WA RFRA WT AONE NNN = AIRING 2H nn eh a an RLY TR oN ch ORL ORT uD Srl Mears 3 0 Fm AR PER i ee deteaatah cian! 


oe Pe 


ERVEREECE: Perce Fide 85=15526 
Repert ef Speciais Aguut (A) J. EEREARD SOOK dated 
Potruary 6, 194, 


Dureen letters deted Jexsary 29th, Pobreary 16th, 
Youruery 202 end Marek 3, 1%6. 






Fewweary 45, 1984. 


WOE et iY epee peepee {1 Malis Bt — +: + hay arene legates Bim. ane Oe 


DETAILS : aT Waseinorcs, 5. ¢. 


Letter from Ben FPransiacs te the feoraas Jsited 
{ 











Captain &. L. SOCREARS, Judge Advesate Generaite Wfice, levy 
Depertavat, Weshingten, D. C., faxaished the syabal amders and semee 
of the disbursing officers ce the 14 seutracts between the CALIFORIIA- 
TEI OIL COMPANY and the ARABIAB-AMREICAN OTL COMPANY and the United States 
Savy beparteent. At the sccrcot tims the GCorurel Acccuzting Office, which 
was been furniched this information, is in the provess of attempting to 
obtain certified cepies of the eriginai scontrecta, together with supporting 
veucbers end chesks in peysent thercef. 


Septain WOODTARD furnished the fellowing eiditional documente 
vaioh he considered of possible interest in this case: 


Tae faiiewing ia e teiegrem isted may 3 , ies, fron the ssting Searetary 
ef the Reavy indiceting the importance of the one imndred octane program: 





“an /KY 

TELEPBORE ExT. 3201 

Fn0ets ACTING SECHAY TO: ALSTACON 
RELEASED BY Ja FommasTAL ne Linn 
DATE: 6 mar i988 


D-a- Lon Qi") Byam ch GE BT 


Rie uit TAMURA C1. REFIGERT OF ARABIAN AMERICAN CIL COMPANY =< 
RESEVTIAL TO WAR EFPO@T AND TE OMS IDERED BY RAVY OF CAB 
IMPORTANCE 45 SUREEED OCTANE PROGRAM I ALL HANDS ARE THEREFORE 
RUQUEETED TO REESE UTMOET COOPERATION WEEE REQUEE TED BY SPT irre 
OF AM BAVY PRTROLEUM BOARD AMD BUDOCES WO ARE AGS ISTING 
PETEOLSOM ADMINISTRATOR FOR WAR WITH PROCUEBGEST AMD SCHEDULING OF 





a GS, 19) 7, ab a3 os 
LEUSE ACTIVIYINE GOTEIRE THE CONTINENTAL LDUTS U.S.) 





ee oe eee 
OS BY BISPATCE MAIL I DELIVER 











There iz set out herewith © docament containing tre Panwae Censl 
Duee, ehickh wes furnished to this office by Cepteil F. 1. WOODTARD: 
“Paaasd CARAL DUBS 


"VYoseels are simecsurel in aceerdance with reguiations seteablished 
by the Canal authori tice, 





"Based upon this sessureneut, a certificete is issued to the ress0i 
indicating the vessel's tonmneagess, ani canal dues are sasessed ant payabie 
for each cera] trensit on us besis of the NET TOMESSS as show: by such 
eertificate at rates estctsisned by the Camel Antherities fran time to tine 
end wkish are preesemtiy es fellove: 


$  .% per Params Cane) Yet Ton 
VESSELS IB BALLAST - EITHER DIE TION 
3 ote pet Paneme Canal "2° T= 


i 





“rhe estimated Pacue Canal Het Tomages of & Toc Type E. P. Stem 
Terbine Tanker is 7800. Thies veesel is reted et 16,700 tons total deadveiaht, 
and 15,200 tems cargo deadveiaht. 


“Cenal 4=0s cn tais veesel would therefore be: 


LOADED 7e0C Peneme Janel Bet Tous x $ .© $ 6,660.90 
BALLAST 7400 ° _ 7 = 4 Te 2328.00 
$ 11,988.00 











Gravity Bale. Per fotel Caran 
Aa?I Ton Tome 
bgt <8 o Fay £993 300 25,200 
cme * 35. 7,537 14,200 
DIESEL 37.5 7.65 15,200 
KEROESEE 46. 2036 15,200 
qmeeeas &. = 8 =. Be , 700 





Fonamn Comal ts 0 miles long; hes 3 2éfte to total of BF feet. 
o3}e 














+ a a. a om f} 
WF $Oe4 KO 


"SOMPARATIVE TARKER COSTS 


cost /Bhl.* 
kas Tamera to Singapore 2782 ¢ 186/21, 
e e * Meri la 515 Yay. 2 
. * © Shanghai 5962 ot 
# e * Yokokens 6646 0 
d " Canis 6337 ao? Yi 
e . # Cea we Ow Pe obO% 
- * # Anoklana. y. 2. Rk 2b 34 
. : *" Honolulu 9588 oh 79 
Salf comet aren to Eingspore 1,69 ee 
. . 7 © wentla 10, 68 as 
. : *  * Shanghai 10,166 008 
= 6 *  * Yokoheune 9,317 » 56E 
. . °  * Geen 9, She Pd is 
2s « oe $339 » 568 
: ‘  * * puakiaci, BZ. &, Oba 50E 
, = ~ * Ronolais 6,335 417 


“los. for operating modern tanker with foreite@ officers and 
crews June 9, 1965 _ $.00005/ebi. (approx) per alle. 

(Per O13 & Ges Journal June ©, i985) 
ccast area figures ipcinde sveraze cost of $,i0/bal. 
Panama Canal Toll charge.” 


+ 
4 


a. MOBERT BE. £. BAKES, Acting chief, Petralews Division, State 
pepartasnt, Vaskingten, 5D. 2., was sontected in se effort to obtain information 
consesning the sesalied “ied Line Agresmest.” Mr. ZAKSNE stated thet he had 
e copy of the 1525 agreement wkish contained tks 15] bed Line Agreement, rat 
me aid wot feel tant © copy of this, which was in his possession, should he 
released, insaumoh as it vas ioened to bia by the STANDARD OIL COMPABY OF 
Gaul aa ke 
on the eomiition that it ! be released to any other individual or agency. 


a. EAKWS, sowever, furniahed the following information in a letter dated 


Marci, 3, 1988, comeerning the Red Line Agreement of 192). together with any 
related icocumeste,. 








WFO '6-1908 


"The ‘self-denyiag provisien', ts became mown as the 

"Red Line igroenest * Oe oe eee de ene oe 

190. The 1942 amd ight agreendets among the intercste mking 

up the Tarkiakh Petrolews Company, 1. @. the D'drcy interests, 

the snegle-Sexyon Petroleum Company, anid the Deuteche Bank, 
containeé the provisice: “The tkree groups participating is the 
Terkieh Petreiemm Compeny shail give unéertezings op their cm 
bebel? end op bebal’ of the companies associated vith them not to 
be interested d‘restly or indirectiy in the production ocr name 
Yactare of arede cil in the GOSamar Eupire in Eurcpe and Asia, 
except ia thet sert whieh is umier the sduinistretion of the 
Laystien Coversmest or of the Shei of Koweit, or in the “trensferred 
territaziss” of the Purco-Pereian frontier, otherwise them tarcac® 


the Purkiak Petroieunm Capper.’ 


“This provision wes retained in “Re agresmst ccocluded among tho 
participants when the Near Lest Developecet Company, nor owed 
egcally hy Standard O/] company (New Jersey) amt Soconye Yesum 

Cll company, Incorporeted, was edmittecs ‘2 1SCt. The original 1G 
agreement any be feund is the lepartmert af State's publication 
"Poreigr peletions of the United States’ 15°7 Vaiume II, page i. 
Other pertinent data are incluied an pages £55-Sr4,” 


it is te be neted above Ret refereace is ande by Mr. FAKENE to 
the Stet. Departasst’e publication "Foreign seiations of the United States,” 
Volume <, pages “24 te Goh. There ia est ont herewith pages Kit to Ais 
referred t: by Mr. RAKES: 


“The 4860siate Generel counsel of ube Ctanderc ii Company af Det J ernes 
(Guy Welleer) to the Secretary of Stete 


“Seu York, april 1, 1%7. 
(Received agrii 13 /7),) 


“ye: ireq Petroleum Company, Ltd. 
(Poemerly, Turkish Fetecicum company, Ltd.) 


“Siz: Sisse car least commericetion or conference co bemalf of the American 
Group with the bepartaect on this matter there hes been prectically no progress 
wade towerd ez agreed basis of participation by tae muaTicen Group until vithin 
the lest few days. Yao difficalty heretofore hes been to arrive at azy 
agreement with Wr. C. 6. Galbenkien (85) wder which bis eheares could be 
eoquired end the eo-callel warsiang sgresnect put into offeset. In this cenuect! 


&. Seterelised pritia: eadject, a minerity steskheldéer in 
the Texxiah Petroleum Company, Ltd. 





nt: an 





the smevican Grove, despairing Of reaching any sgreement wits Mr. Guibenkiaz, 
relacteatly offered to the Foyal Dutoa, asglo-Persian end Preesh Groups 
texe up ite pertictpetice ia the Ireq Petrolews Company on s basis of 23 3/e¢ 
(ome-querter of 95$, leaving Me. Gulbenkian hie “4 participa’'on} without 
the immedists ani effective efeption of the vorring egreemert, inscfer as 
ite provisione sight oenfiict vith mr. Ouibenkien's interest 2s a beneficial 
abareholdez, but vith the cellseteral agrsemes’ thet so soon ss the vorking 
egreenert could be put into effect tarough purchese of mr. Salbderkian's 
ebares, cr vith bie comscst, tue other groupe should agree thet thie shouid 
be dome. This sttitadie af the huerisan Grou; vee cammrissiad, through ite 
Lemdon Eelicitor, I. Montegz Pissse, to the other three grouse on 

Poltreery Cota last. 


“whe apsTicer Grosz was sévised by Colomel Mercier, of the Preacs Group, of 
tae 25th of thet month thet tee remus Groep could sbtein immediately Mr. 
Saltenkian's sccegtence =f tae working agreement or tbe falieuins terve: 


"Piret: mM, Guideckiar, iire the French Group, wants the other “req 

Petroleum caspeny sherekclders to respect the informe, agreemects nade 

tetwees the Turkish Petrolem compeny and the Deuteche Wer’ = <cisver 19, 1512; 
setwoer that company and the Feticme2 Lica of turkey an Cotobes 22, 1912; (Sk) 
sod betwee: “hii company aml the Angio-faron Petruleum compeny, Liaited, ox 
sctover 22, 1912, (Ge) (copies of waich are enclosed); sné also the so-called 
foreign Office Agreement of March 15, 1914, {xf whioh 8 cozy is also enclose). 
The portico: (of) these agreements ic question is the self-denying opdinescs 
mbresed ir the letters end ‘iz Artisle 16 of the last-rnamec sereement, 


“second: wr. Qaldenkian werta ¢ director in the Ireg retrciem caspany 
and ite agexieted c<oyanios. 


“gizé: He io willing % ata the verking sgreement sith ex exrecgenent 
for purchase ef h‘s share of the crude sii to be received under the verxing 
sgxeement on his 4% beceficias interest. 


"Fourth: Ke is to cerry bis finescial interes? and ahere 12 227 7inenciel 
penefite the seme es the enerekoléers. 


other 
“Jee of the ahurehoiding groups im tae Ireq Petraisum Comper; bas previously 
sag coveesat was a0 longer effective, 
@eporsticon of tue Preach Group, the Compagnie Frameise 
des Fetroles, broug’t twe procesiings iz the Britian Courts eqninst the 
the Iraq Petralewm Company to heve these asteeresta 
ef 1932 and 1934 abhewe referred <3, = far en the; reiate % the produstion 
ead aecafactare of cruie oii throvgs the Turkish Petroiem company aly, 
: ve 


takua the position thet this seif 
i 3 
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“With tate situation econtrontiag it, ths American Group, at a meeting bead 
oo Mmrck 9th, authorized Mr. Plesse to disezss the fallowing tasis for its 


parti oi potion: 


"Siret: Leave status of the self-cenying coventats to judisiai detest astioz 
or agreed settlement of the somtroveray ce mesitics thst al) groupe end ir. 
Gulbenkian er nene are bound, eni thet the self-denying covenant does act 
apply to euteide arenes under Article 6 of the Iveq Convention. 


“Seee: All the groups end Mr. Guibenxiac ere te sign the vorking agresment. 


“hyirds i. Galbemikian is to retain and fineace his 3% demetiicial 650.3 
interest sad receive “4 af the diviaitie crade oil ani Macncial benef ite 


on the seme tecus pro-rete os tbe grvuse. 

“Fourth: The groupe villi arrange to purchase Mr. Gaidenkiaa's 011 cc some 
adequate price basis, or si kis cptice as msy diapose of it ctharvise 
daring each term of 10 yours thet be se electe. 


"pifth: All vetting rights to be Seid by the four srcupe. 





stesses. et of thet senferempe there scones an offer, in principle, far a 
c? + fet gmare participation im the [req Petroioum Company ty the mercer 
Greap, in ukieh the Raggi etch, sngio-Pereien end Freneh Groags semcur, o 


eovensat ef the 1412 end 1914 sgreements 





semhitien that the seif-deny 





&. Yurkieh Petroaiem Ccanpasy, 
of Iraq, Inde the hth ny 
Tayler & Ce. (1985)). 
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“The immediate parpoes, therefsre, in writing tke Department at thie time 
ani at this iewgth, is tc poet it generaiiy ee to the szisting sitastion, 

end perticnulariy to point out thet it is apperentiy possible for the American 
Group cov to take up ite partictpetion in the Ireq Petroleum compes;, with 
affestive, present, adoption of the working agreement, sroviied the 
Department hes no chjeciion to this iately-devaloped featare, reanrding 

tae salfedenying ordinence. G: this point it is the writer's thought that, 
if the Americer Croup should <eke up its shere perticipetic= trnder the 
condition of eceeptance Wy 1: of the self-denyizg sréinance, there would not 
reeuit any aotification of tas so-called cpem door pian edopted by chs ireq 
Petroleum Company under Article 6 of the Tras ccuveution, secease the pian 
would still be operative cs Tar as all netionaia, insieding Amsrican sationals 
are suwernet am tere Oe eee ee eee bide for tracts or sarees 
offeret for gutlesese under tbat article. Tee ohir effect of the acceptame 
of this condition ty the aesrican Grosp would be that ‘ts sides far wtetde 
aress, aga the ¢eveicpment and operetion of any sush thet may de secured 

om ite bids, sonia te for the account of any sheretolders of the [rig 
Petroiewm Company, incladine Wr. albemkian, who alent desire *o pert'si pete 
fi nenst in wach areas. 













"Se desire to sali the attsation of the Dewpertzsa. tc the fact that tn the 
previcas sensideration shhrepering edna gorhoruayoniereyh participetion of 
the saericen Group as 8 sharebcuser in the Ireqg Petroleum Compary ander the 
ac-cailed cpen Gocr plan, 1% bas seem unlerstecd ths: ize Americas Group vili 
be foistly ssecciated with the otner three groups wit: respect to the operation: 
of tae tuenty-four sreas % be eelacted by the Lree Petroleum compory ucder 
sxtisie 5 of tee ireq venventice, end alae of any other arenas that =! 55% fail 
tw the ireq Fetreieum company under the terme cf tae scctentioc tkrough 
failure of bidders for srses offered for seic. Teas the constituent members 
of the merican Tromp aisnt pave aceuired other eress for individual eceonnt 
tad operated them a6 Su:k. Under the pemiing propesai, inciading tke seif- 
denying ordinance, the .maricen Group end its cametituent members ~aii 50 
asecciated with the taree forelg@ groups ani M@. Ca.vemcien in the toint 
operetion of ail aress evaiie".s ioe operation by the irag Fetroleum company 
under this ccnvention, ent also such other rene, he: 

wich the American Group amd its const! tnent,@ 
(3 the Lree Petrelews vompeny) es wall, sigi wire through 

offering. This joist operetion weld relate else to the “wodacticn tnd 
meuafecture” of crade o1i iz the former Ottcmen Empire, as preecribec by the 
eeaf-éenying ordizence ic “Be sgreements of idic anf 16i:. 


Bios vili confirm ihe *eiepheme explenstion of Mr. Wadsworth this morning 
sf <8 eitaation, ami our desize te receive, if possible, fram the lepart=sct 
for mee et a nesting of the American Group now called for next Teeeday efterncon, 
s® expression es to whetaer oF n<* the bepartaent hes any objestion to o share 
perticipstion ey the apericen Group in the Ira, Petroiew Campeny which would 
ipwalve, so far es “he open dcor pian emier Article 6 of the Ireq Convention is 
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concerned, em aeceytance ey the American Group om ite sale bekalf of the 
seif-ceuying oréinense cf the agreements of 1912 and 15914 ebove referred to, 
along with ell the ote sherehalders of the Ireq Petroleum Company. (56) 


"Respectfully ycars, 
“GUY WELLMAN” 


oe 
Neen 


"The Imuteche Bank to the Turkish Petralewm company, Ltd., London (37) 
“Beriin, Scteber 19, 1912. 


“Dear Sirs: We heresy waderteke thet ve will not iirectiy or indirectly de 
interested in the predastisze of sanufacture of srude ofi in tac Parkiet 
Bapire is EBarope snd Asta apart from our izntsarest in tas Tarkish Petrciec=: 
company Ltd. It wiil Bowever be understvuod taat tais ebiimstiaa Sidi in te 
case intertere wita gur atuinary senting truadas ti aus, 





~. A potation in ink at the close of this letter reads: 
“Bote: (1) At mr. Serrisen's suggestion, 5/5/87, I telephoned &. 
Wellean cai asked if the addition of the sbove nede pes inserts, 
‘and? ('the'! emi ‘of the ireq Petroleum company’, 414 sot sore 
accuretely reader the meening of the phrese i: question. Se replied 
ia the effirmative end agreed to the chengse in terz. 


(2) In the telephone convervetion referred to in the lest pareg=:=:: 
of the ssove letter, I esked Mr. Wellaan waether he wee certs‘: teat 


be bad received from Mr. Plesee, the Amerisen GCroup*e Leadon seifoiter. 
Today he stated thet be had not been able definitely to verify his 
former statenen: end be asked that the Dept's reply take note af 

this fect, 


jeerge Wedsvorth 
wees /5/27.* 


G7. Simtler letters,dated, respectively, Oct. 22 sad det, 23, iSi2 
(neither printed), were sent te the Turkieh Potrolewn Coupeny, itd., 
wy the Seticnnl Dank of Turkey aul the inglo-Saree Fotrolem 
compeny, Lté. 


i 
3 
i 
| 








"Youre fuithfuiiy, 





“DIYTSCHE Bam.” 


{Enciosurs 2) 
"Yoreign Office tereenent, 15is 


"arrangements for Fustoa of Interests in Parrish Petroleum Jorcesaione 
of the darcy Group end of the Turkish Setroieun Company 


“It is sqreed thet the interests shell be divided «2 *iiiews: 


Fifty sez cent to the d’arcy group, 
Teenty-live per cent to the Deuteche Bank, 
Twenty-five per cent to the Anglo-Sagce Petroleum Compery;, 


and thet. ‘cr omier to cerry out tais division, 


“2. Tue sBares in the Turkish Petrolcu Company sow held by The %ntional 
Benak xf Turkey shell be trensferred ‘7. eqasi aoieties t= the Deuteche Bank 
end the Argic-Sazon Petroleum Company. 


“2. Tae cepitel ef the Tarriah Tstivoiess compeny shell Se ‘ncresset 
ts Lc, 200 ay tae creation of 8,006 new shares of 2) -2sh of the eames 
cises ag thoes now existing. 


“2. Taese 50,000 new shares ahall be allotted to the d'arcy group 
on terme to be agres’ upon between tke purties. 


“a. The Board of tae © ebell consist of eight senders, of vhos 
four will de somineted by the 4*arcz group, two by the Deuteshe Bank, ami tss 
by the Angio-Gexon Company. 


“S. The capital of the Turkish Petraleas Compeny shall be emplayet only 
in @xpiering, testicg, ani proving of] fields, o separates pabiic eampeny or 
ooupenies beirg farmed to werk any field or fields the examination of ukicd 
nes grovel satiafectory. 








Me 


5 ns dO al 












g@apeny or cemperioy shail iseue to ths Turkiss 
i opdinery stares 04 sonsiderstion fer the 


preference shares and (cor) distentares whiea shall 
sesh extent es tee aenbers of the Purrish 
of then @mhid Giect not to sabecrt ts for 


4 
Q 
§ 
Es 
ie 
ae 
gene 


“=, The aiterstions {rn the semorandus end (or) articles sf aseaciation 
eo” the Turkish Petroleen caupany necessary to o4rry wut the sbove conditicas 
ebeii be made forthwith. 


">. Mr. °. &. Saideakian shel) be eatitied to s benrficiary five ser sect 
ieterse* zee voting righte in the Parkiah Petreicun OBETT , this five per 


uaa uae (a ae Uk kG ec Pes 
of tae Angic-Saroe Compeny, sai shall be beid by them, but endertakings shall 
be exchanged between these purtios wheres; 


(33 ie. Calbemkian andertakes to puy the calls on the 
eheres. and 

‘2: Te d’Arcy group and tke Anglo-Garon csmpesy untertete 
teat r. Saibenkian sheli be ectitied <o +li Sinenciei 


prodastion or meanfesture of sree oii is 
dnia, except in that part whieh ie ander 
Goverment or of the Ehetkh of Kovelt, or t= the “treaeferred tarritaries” 
en the Turco-Persias frustier, otherwise <kwm tkreugh the Turkish Petrolecs 
—cmpeay . 


Yor the Imperial Sermen Soreruzec<: 
R. toc Sekine 
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Company under Artiele 6 of the Iraq Conveation, because the plan would still 
ve operetive co fer as ali =ctionais, inolading Americen netionals, ars 
conseress is respect ts their right to submit bids for tracts or arses 
offered for subleaso ander test A ticle.’ 


"In reply, I desire to exprese the Dopartmert'’s apprecietian of your courtesy 
in thue tringing te its attention the most recent Ceveiogmente in this antiow 
end to inform you that in the light of the information onbmitted {t perce! rss 
no odjection on the grounle of palisy to the imericen Group taking up the 
proffered ehere perticipetion in the ireq Petroleum Company, itd.. om ths 
besia and enteretandings tame recited. As you are erare, the Depertaent 


doeot not of course in eny vay pess upen tke businesses eierects of the negotiations. 


"I om pleseed ts ahi, in accomence with your oral request of april 6, 1x7, 
that, if the name of tae Perkish Petroleum Comeeny, Limited, bes not been 
changet to ‘ireq Petroleu= company, Linited,* you any make the neceseary 
correcticas in the foregoing paregrerhs, icforming the Deperteent sccordingly. 


4 
*7 om (etec.' 


“For the Secretary of State: 
Wm. RB. Castle, Jr. 
apeietant Eecretary.° 


"(In aprti i928 mr, Yellaan submitted to the Denertment the final (March BO, iset) 


print cf the proposed sgreenent vetveen the Tarkieh Petroiean Compeny ani {te 
respectirs saareholders, and elec the certificete of inccrporation (dated 
Yetruary 5, 1920) end by-laws of tee Sear Beet Development Corporation, the 
americen Group. In 2 istter to Mr. Wellman of april 16, if (Pile Bo. 

690g 6363 T Gh/320), the Chief of the Division of Bear Eastern Affeire {©:51)j 





"rita reference to your inquiry on April 16, 1926, concerning tae 
attitude of the Department of State, I take pleasure in informing you that, 
2m the light of ths information et pend, the Department considers thet the 
sTrengements ecatexplated in view ef the special circumstances affesting 
the situation are ocnsistest vite the primsigles eterijying the open éocr 
senisy af the Gowerument of the Tx‘tei Stetes.*)" 
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br. CHARLES <Th2, General Couneel , S snjeetauet Deerd, 
Resenetrestics Fissuse Corporetica, ac Diy “the file concerning tae 
reregetiatica of the ARABIAN-ABRICAR OIL COMPANY for the year 1985 fer 
review. This file indicated thet on Marek 31, 1987, this renegotiation vas 
eesigned to the Becenstruction Pinancs corporetiun, which renegotiation 
wee to cover the year 195. The only contract subject to renegotiation 
wes contract Dumber SE1-12927. ami the total amount of produsts eubiject 
to renegotiation amomnted te $3,76%,955.00. Contrect ixuber WEL-L1-10965 
covered only crude ofi for delivery in 1985 end conesezsctly was not eud'ect 
to resegotiatia:. 





Gm May 27, 1987, Mr. KERBETS L. STORE, Cost Analyst fer the 
Reconstruction Fiusnaee Corperntion, reported in e sencrantes ineluded in 
this file the following purchases made by the United ctates Bevy fram the 
ARABIAB-ASMRICAE CLL COMPABY ia 1985: 


GG SPes t beii rery Price per 
bead _ Bels Bai | Tetad 








BO Oetens ine 2.73 $ 699, Té2 .B9 
Bavy Diesal Peel 011 4.68 1,172, 076.22 
Bavy Spee. Fuei O11 42% 1,178, i .7% 

$5 OBS Oa 1 


included in this f:ie was s statement of salaries peid or 
eccrued to the tem highest paid sfficers, directars end emplayees of the 
SEABIAN-~AMERICAN CIL COMPANY from i9h2 te 1985. 
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Thia file reflected thet en September 22, 1947, ths spsny san. 
gp 248 OTL GRBARY received « elearense camber SIF besed on the finding 
thet “no eresesive profite heve been received ty or aserued to the 
contrectos during centrastor’s fiscal year ending December 3], 1945. 


It appears from this file that a prize of $1.02 per h2 gallan 
perral of crade cll wee sstabliabed by egreement vith the BANRFIE 
PETROLEUM COMPANY, LTD. om September 1, 192. 


The sPABTSB- AMERICAN OTL COmPaW( une not remegotiated fer any 
year other than 1%5. 


Taeze is set forti: aurewitA ¢ summary of income end surpics 
etatenente sue tee dalanse sheets of tae ARAB: AS-AMERICAS OIL COMPANY from 
1936 to i9@5, which figures were complied from 2 review of the 
Teneeotiation Stile of the Besonetruction Fiasass Carporetion. 
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TRE WEITEeTOS FIELD DIViSIS 


AT WGRIBOTOS, DO. C.: 


Will emdoevor to obtain photostatics sopies of the fourtecs 
original semtracte betvec: tee CALIFORNIA-TELME SIL COMPANY, OME ARABIAN- 
AMERICAN CTL. COMPANY end the United States Favy friw the General sAgcounting 
office. 





Vill ascertain the history and pest and present sesecistes oc? 
FRAKE MN. REIRBOLD end Me VICAR, former e@mplovecs cof the Office of the 
Undersecretary, United Etetes Eavy Department, end EDWADD TAAFFE, « former 
eunicyee of the Wax rredaction Board. 


* Will edtain copies of s istter writtes Jenwery 26, 19K6, 
vy sit TERZY DUCE to anether eappany official regarding arpenses for 
19bE and the ailosetion of 21. possible charges to that year. Ingairies 
ebould be unde sovering the nature ana exteat of the Arebiac americesn O11 
Compeny contests far isec in onder to determine te whom the letter 
referred in the parses “Chs caipeny migtt be emberressed with people vith 
vhem it bed scontrects should its cet be exeoseively high." 


* wl efeee| dre received trom ar 
the Bureaes, srepere ex anaiyaie of some, 


:: & wor F « 


Two copies of this report are being furnished te the San Prescieco. oe 
Hew York ant ioe Sngcics Divisiou ior tasir isformation, in viet cf the 
fect that edditional investigation may be requsstai of these respective 
offices. 
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Pre cum cmensreo st WASHINGTON FIELD Wi rnznwo 46-201 od 





3 
NO aTitristics 


‘ 


| 
| 


tear tm 








SYNOPHS OF FACTS: Statement Stained from He. Ki ILLE and set ut 
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2-24-48 ss VBTLIAY WoL A. HaALPIN a) 


Wa- FRAUD CLAIM 
CIViL Suir 


see ee ~- 2 cee _—_ 


herein, in which he cutsines £23 part in negoti-~ 
ating contract #§5ex-i11-10965 with Arabian Ameri- 
cam Oi) Co. and states ORWNal’, Aramco representa- 
tive, in course of negotiations, acvised royalty 
of Zi¢ per barre. might be doubled. VAC TFILLF 
furnished copy of etter he wrote ani delivered 
ts Savy Dept. o: icwli-“” in expianation of his 
part in negctasting afaaco contract i= Questia. 
letter set cut. “OS SHAPT, MO VICKEE and Tate 
idemtifized br ¥AC “XILIZ as ERIWECL:, “& VICAR, 
TAF PE. Copy of Cahrein dnglo-iranian agree~ 
octained fron 5. ¥. -EFPOW set ct rerein, 
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fe 1353. 

Report fe cats ITM OB. COCK, 1-7-8, Washington, 20. 

“part © Sas) Jo BRRRAD COLE, <-tewe, Washington, D.C. 
: ter ti dushingtor Pielc, i-O—i:. 


G damaary %, ie ALLAN A. MAC CILLA. Memager, * 

Sealer Denarteert, Smcll cli Company, was interviewed in his <ffice, 

roem 323, 30 Rockefeller Flaca, at whick time he mde the fallor- 

ing voluntary statemsat which, it will be noted, is dated February 

2; 2,153, this being the cave cn which the typing of the stateeant 
Was cospisted. 
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37, Ailan A. WacErilie. sake the folie=*5 voluntary statenert 
to Willian A. Halpin, Speeial ager of the Federal eau Of Investigaiia: 


"J served in the United States Navy froc July 16, 1%2, to Sept- 
ember 10, 1945, at which time I ms separated with the rank of Commmier, 
Im the Ravy my position was Officer in Charge, :etroleum Purchase Secticn, 
ty-eac of Supplies and 4Accaumts, and as such it was ay duty to negotiate 
cantracts for the ,urcrase of -etroleus products, ut I had no arthority to 
vive tim f4ns) CZ. ma orice @ to finalise a contract. The procedure far 
negotiating and awarding contracts for the purchase < petroiew: prudwcts was 
as fsilom: 


"The Purchase Sectior was handec a Bequisi‘ion to purchase a parti- 7 
cuiar product in a definite quartity cy the fuel Divisio: of the Buresc of E 
Surclies and Accounts, whoe function was to instruct the Purchase Secticn as 3 
te what fuel was to be rurchasec and at what tine. 





“Tac Pecl Mvision, therefore, cegit wiih requis cement: the 


scteculing of shipmests and hec nothing to do with tue negotiatice of prices. 


“Hher. a requisition ms received by the rurchase Sectist fram the 
Pata Givision, it was then the f.netion of the Furchase Section t negotiate 
w.tr toe designated contractor to estatlish what rrice woul: be reconeercied 
for comtractires omrpores, 


Fat the comclusice of the negotiation, a Cleararce paper was then 
w@repared =y the Porchare Sectia. ziving all aveilable inforatica SIT ound< ng 
~me Tesuits of the negotiation, ami a copy cf thst paper was ismedistely sent 
t: the Petrolewx Policy Branct <f ¥.P.E. for their study and for their a;aroval, 
wick they gave to the Office of the Unier-Geeretary of the Ravy. 


"The rligimgs of tiv Ciserazcte went directiy ti the ead Seer etary 's 
“Tice shore it was reviewed by a groep of civiilans headed by a ir. MaicVicar, 
wae, im tern, congalted with the ¥.P.EF. Petroleum: cepresentetive, wo ws st 
tha. time, Mr. Echward Taeea’fe. 


Satter these gertieme: were satisfied thst the Purchese Section of E 
the Savy had done everything: pocaible to secure the best price for the Goverment, 2 
formai approval was thee given ic writing and the approval sent to the Puress of : 
Soyplics ami dcceusts, price ts the sctenl writing ef the contract pepers. 


“at to tins dic the Fetrelews Purchesing Section cf the Yavy deteruine 
the quamtities ef ail to be purchased, ani there was very seldoc any choice as 





=) 
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"to whut company woulc supply the product needed. in the case of large 
qeantities of gasclines, fuel olis anc crude oils, the Fuel Divisio: speci fled 
ir writing to the Purchase Secticr exactly what to buy and from what compary 


‘Refore the Puel Divisic:: rragared Mequigi!ions to be passed an to 
the Purchase Section, they obtained their knowledge cf what oil wos needed and 
in what quamtity either through the Arvy-lavy Petroleum Board or directly from 
Pike. The Arwy-Mavy Petroleua Soard was the clearirg house or point of camtact 
betamen the Service Forces and the Bureau of Sarlies and Accounts. In eil cases, 
the P.A#. Agency was the originator of where quantities of ofl would le zade 
available by their direction under their specific authority so that the “avy De- 
partaent was informed by F.4.%. as to every detsil of the negotiation with each 
supplier. with the exception cf tie price to be paid. Ir cther words, through 
detailed <rowledge of all refining equijeers in this country. anc abroad, P.A.¥. 
coul: and dic arrange «ith ‘he refineries as tc what croducts each ome was to 
make anc in what quantity for ~ilitary use. Ther they ecul4é pass cn to the Fuel 
Division of the Navy the at=st tame of ench supplier to be dealt with, the exact 
quantity of product te be produced, and when it would be avzilable. Tizrefore, 
it followed that the Purchase Section of the Nery Depart=ent sade cmmtracts with 
those contractors specified by the P.A.¥. agency, through the Fuel Divistor. 





“The following information is given ir explanation cf sy part ir 
negotiaticg Cortract Wo. W5ex-LL-1065, deted Jniy 4, is5, with the aratian 


"The wegotiations for tris conm‘ract were initiated ir the usual sscrer. 
Ir. ther wards, as descrited atow, and began in the siddle of Jume, 1945, to the 
best cf sy recollection. Hy first contact in conmection with this cantract ws 
with the representative of the Arabian American O11 Company, ir. Denhes, «io was 
the Sales Mezazger. On this first contact, Wr. Denham quoted a price of §1.05 per 
barrel. Subsequent to this, I conferred with 3. Denham on about firs o7 six 
occasions relative tc negotiating this ccmtract. Uaring these conferences, = 
some occasicns, Lieutenant 0. BE. Bodenschets and Lieutenant J. J. Qalsh were 
present. 





_ Sin am effort to fir aii possible histarical data which wigkt sasist 
us in cetermiring whether or not $1.05 per barre) represented s fair price to 
Goverment. I sent Lt, Bedensehats to the offices of P.8.W. to stady their recerds 
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Sn connection with the P.A.We costing of 10-octane aviation gasoline purchased 

by the D.S.C. in 1%3 in the Sersian Gulf. As indicated by Lt. Bodenschats in the 
Jastification contained in the Clearance Paper in comnection with Contract Ro. 
N5ax-LL-10965, we did not find that P.A.M. and the contractor had reached any 

agreemert as tc the proper value of Arabian Crude, and P.4.W., in fact, were in . 
disagremect with the contracta and for the purposes of the 1%43 5.8.C. contract, 4 
they sidestepped the issue of crude as such, ami it was conceded that the price 2 
eventually reached for 100-octane gasoline was not traceable to crude ail. Since, 
naturally, there were no 0.P.A- reculs tions applicable to oil soic in Arabia and 

no precedent established it; the armed Services or any other Governmental Agency 

for buying crude ef] out of Sauwii Arabia, there was no further searching that we 

coule de. The contractor hesed his 21.05 per varrel price on the established 

United States Gulf market for comerable crade cil, which price was estahbiished 

by (.Pe&. I did not knox nor could I prove that the $1.05 price was excessive, 

but I thought that it aight be possible for this company to reduce its orizinal 
qgaetatior nd effer Navy — lesser pTice. I, tiereiore, hac tie seveTai conversa—- 

tions with Mr. Dgnhem anc other samiers of his firm during which I requested thes 

to review their costs with a view to revising the price dcounward, and I iniuired 

as to available cost date atich might be submitted to Navy as justification for 

their fixing of the price at $1.06. To the best of my recollection. they replied 

that the picture in Arabia was ver, confused, thet the; had hed to pug additional 
silijorns into that coumtry in th course of getting the fields into production, 

ais Chat there was BO pertinesi inaction saey coulic give, other than tast al- 

ready suomit&éed to PAW. in commection with the D.S.C. cortrac: of 15%,3. The 
custractcr in tre person of Ww. lennam, throahout our discussions, meinte‘ned 

that the price ;noted was a fai> return to thes for the product in question and 

that nc revisior coald be made. 


"in the course of negotiating with &. Uemham, he told se toat one 
reason that they could not reduce the price was becauee the royalty payment of 
<i cents per barrel being maie to the King of Arabia might be doubled and zight 
be made t< act retroectively. e et; lained that the doubling of royalty might 
come about because the Arabian King was then demamting that he be paid in goki 


effect would automatically just -bes? docble the aise of the payment. I did ret 
corsider the Questia: ar royalty peyments 2 controlling factor in the negotiation 
since no utter what the snount cof the royalty at amy time, {+ was f | 
at Shs contractor and set for payment by Navy in any fora. 
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Wailing to secure any change in the original quotation through i. 
Denkes, I took the opportunity while in San Franciecs on other Mavy business, 
te vizit wr. Pred Devries, President of 4rablan drerican 01) Carpary, end I : 
strongly urged bim to consider reducing their price. “tr. Usvies replied that 
that would not be possible, that he considered the price entirely fair to 3 
haverrnent and tuet Wr. Dwhan was fully authorised to cmduct ard concinde 3 
the negotiatica. Shortiy after that visit { returned to Washington. i verbaliy 
gave Li. sodenschets what little inforssticn we hed regarding this negotiation 
eet Yostificatior so that the crude cil involwed could be sede availabdie to 
daa savy wepartaent as I umerstood clearly from Captain A. B. Rutter of the 
Fel sivision that the matter of acquiring this crude was not cnly a xilitary 
necessity, but was urgently needed for refining at rebarilitatec French refineries 
at ‘arseille, since our Armed Forces in Burope required this new source of 
petrcieas to re ieve the shortage of products vitally needed in tne racific theater 
of war. Tte military necessity of crocarirg tinis crude cil was ais pointed 
Sa. to me vy admiral Horsce Db. greets Assistant Chief of Surea: of Siiclizs and 
Accvarts, at he inguired ag to what oragrecs =e were teMing in comtinding the 
megviiation, st. tee dane time indicating to me thet it was 2 matter which shoid 
De aitermdes ts and expedited as =:ch as poesiblee 


"Or a” return: from San Franciece, I was banded a set of Travel Grdars 
dated duguet >, 1%5, directing xe tc r@ort to the -ommandant of the Naval 
ceta:iishwent at the Cana. Zone, far speeisl duty in commettion with petroleum 
matters in several Socth duericer cxmiries. There ws, “therefore, => further 
aetiee “= my part in cormection with the aArablar cil comtrsct, or any other con— 
tract, g.nce a suitatle replacement had been found for ne, and I was engaged 
enwire.y in snaking preparations to leewe the country. 


"fefore ay reiease fram active cuty with the Petroleum Purchase Section, 
I g.stussed the Arabian America negotistion with Lt. Sodenschatc, <cld him of xy 
unguccesefr] visit at Sen Frenciecc and told him to proceed from utes he hed taken 
darine the emtire caumee of the negotiation, incinudinge his work .. the dficey of 
P.ho8. and directed hin to send the Clearance papers to the Tnder-Secretary's office 
for approval. 


"i did mot. have ary :zrt in the negotiation of any camtracts with cther 
ot) somantas operating x the Persian Gulf sree, nor did I know of any such 
by av ' | : 


of 
above by cmly 
war caduaen caine iis Gk Ga cae Os 
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“Although curing ay service with the Navy there were a few contracts 
meade with the Californias Texas Caspany for fuel of] and gasoline cut of the re- 
firery :+ Bahrein, I did not persorally taxe pari in those negotiations. The : 
negotiations were handled by Li. John J. Nelsh assisted by Lt. D. EB. Bode achsts, EB 
anc the contractor was represert-a by &. Beverly, a Vice President o° the 3 
veiifoarnis Texas Conpeny. 


f «%® * 23. 


writ mess: 
Wiviiae A. Halpin, Special agert, F.R.I., Mew York City 


Sermuary <, 148" 


The wiginei c° the socve sictenent is be:rg forwarded tc the Kashirgton 
Pielt office with sontee of this recart. sf WNT? etvis=et thet is ester to 
the asowe statement, he wanted it sonderstood that although upon his return from 
Sar. Francisco he was handed a se. =f orders dated Augrst 3, 1945 (4th paragraph 
fram -ast in statemert} end he, thereafter, took no further active part in negotia- 
“ing the contract in Yuestion, he did, thereafter, disctsg the jramco ¢ortract with 
Lt. Sodenschats and then did direct the latter to prepare and send the Clearance 
papers tc the Under-Gecretary's "lice for approval. He =sinteined, sowerer, 
thas t@ ned nothing further to do with the contract after directing 5°LE. scugtz 
t2 prepare the Clearance pazers. 


During the course of the interview, 44C "OTILE rolnuntarily turned over 
tS toe writer a copy of an undated ‘etter -repared by his anc addressad te 
Admiral HUCK, Durean of Supplies and sccowts, Eavy Separtsent. sccarding ts 
wa EXILE, this letter was prepsred by him at the reqrest of Admiral EET in a@- 
plamation of his, 2A SSILiZ's, part in negutiating contract F5ex-L1-10GeS and 
was Gpiivered persaally by ¥a@ i201. to sesiral FEE cn December 12, 1547. 
in teruing this letter ower to the writer, lia ERIILE remarked thet he felt thes 
the F.8.[. would have access t< all cfficial Navy papers and he felt that he could 


This letter is set cut as fulioes and the copy received from kac YRILLE 
is Seing transmitted beremith to th: Saskington Field Office. 
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"wavy 


Depertaent 
tereau of Supplies end Accounts 


ty dear Admiral Buck: 


"In respo: se to your letter of 26 Kowember, 1547, the followin 


comments are submitted in cisrification «° the justification for the clesr- 
ance in connection with comtract Nosx-11.-10985 with the Arabiar-mericer Mil 
-oscany, which wes segotiated partly “yj myself while @ active d-ty with yor 


PUuPreas. 


“In offering the f:llowir remarks, I have particularly taken 


cognizance of certain inconsigencies ir the testimony wrich developed during 
the hearing conducted by Serator Sremster of the Special Committee Investigat- 
ine the Kational Defee rrogran. 


"1. 


The comdttee toux tne view that in the costing of aviation gaso- 
line as expressed in FAR's "Yerorandum of fecomendation' in connec- 
tim with a comtract with the babrein Petroleum Com my, dsted 9 
Yarch, 1943, that the Paw calculation of & cemte per barrel for 
Arabian crude estesslished the correct basis for the sal= c? crude 
as such to the Savy vepertment in 1645. I 44a ost in 1%5 sor go f 
today think that the calcnlist:cn @ estigete used in the formlatio 
3? a price for finished aviatic=: gasoline fairly represents the value 
of or the fair -arket crice for such crude sil. In this cormection 
i refer you to attechmert tc Ty. H. M. Herron's letter to Fal, dated 
Jamaaryz 28, 1%43, showing the estimated viel: from both dratian and 
Texas crudes. 








Ease cheap spatial age drasgette aia nari Sag out that the 
supporting documents 2ttached t< your letter quite clearly illustrate 
the point in question. Far instance, in the Bavy Depertaent justifi- 
ee ee eee final paragraph, we find 


the following statement with reszect to the differee of opinion be- 
{weer Pa and tairein: 








7tin discussing the foregiuing with contractar end Fs, 


finally agreeing on a prise cf 0.13575 for the gasvline ware not 
traceacle to crude oil.’ 





ance in this country. 


 *“Meclesure B - extracted pages fron PAw's “esorandun of 
Sige at ‘4 





ted oy the fact that there is no competitive merket for this Arabian 
crude at the presem tin-.' In perazra-h 5, it is stated: "Me have 
ace the "posted® prices on crude as a proper evsluation since _5 


cavtimiacy made to achieve this was about 23 tines the average alow 

artes 

: whe case <—f demastic crade coils such "posted" crices have become criteris 
wf valine’, 


“49 in i343, in conmection with the Babreir contract, ths 
sagopa cages gate Quif market piicing for crede xben 
an crude as such in July 1%5 as required under contract 





“Ie mgotisting the contract in question, I did mot feel that 


Ps. .v 


7 he id 





agrees with this ¥ wD 
! =% the Banrein coi: ner did I feel iat Sh anh 
restr ye ngniinnn role tiger choy pele ator vaiue gince 
agair. thie was priae to the war, no contract was ever aade or any oii 
sold at thet figure and because the comtractor went on record tre 227 
that aince the 66 cent pricing wae =s-de it was fcund necessary to make 
large auvances tc the Icing of aratiz. 





"in atteapting to analyse whether or not the grabisr-icerican 
Ci] Compeny hed offered Gevy « fair ami reasonatle price in Jaly 1945, 
Pa gre tnan ery pont nd er veo little histaical deta to exaz- 
ime ari that 2 good part of it was douttful anc questionable as evidenced 
by the disagr-ement between PaW and the contractar in the case of the 
earlier banre.n contract. 





*g0 recorded in the testimony before the Brewster Comittee, 
it Sosid pe ove om 416 I kaos tint the lice Of S10 per Derrel ms 
unfair to Gor see siete that a lowr price could and should 
be offered. With this in anc over 2 lone period of time, I repeet- 
edly requested the tractar to review his offer with e thonekt ts re- 
nies Wie ice: Gomme i furthermore recueeted «hat be subeit cost 
date tc substantiate his price “ut the comtractor stated thet it was 
impossible to comply since taey had nc costing information awailable other 
ee ne ee eee ee ae cee eee 
in ig 








"uring the investigetion by the Hreester Co=nittee, I ws 
informed by the Comittee that shortly after Contract *Sex-id- 10965 was 
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R2. 





The question of royalty payment to the Zing of Jrabia was greatly 
utressed by the Comittee, izsrgely because of the statesent appear- 
ing in clearance 70. L2412, pege 2 (5) which reads: *...particular- 
ly sirce current royaities t> the Fing of — are now totalling 
api roxdimetely $.42 per barrel «6 compered tc the former $.21 per 
barrel arplicable during the period of negotiatiors oF the USC con- 
tract’, 


"as i informed the Cosaattee, this statement iz entireiy 
incorrect. Either Lt. Bodemschats sisunmerstoo *he rather -peggenge at- 
ed detail: a tie royalty question as I gave it to him warbally or 
failed to eake the point ic question quite clear ts his. 


wree Cartractor recreserted ts me treat the payment cf 
royalty to the “ing of Arabia had been anc at thi: time was cer 
Gispute, that it figured to §.<] per berrel as computed on the basis 
of pounds Steriine, Lemion, bet if compute’ om the hasis desirad by 
King, iee., im gold sovereigns, Arabia, it would then be doubled, or 
$42 per barrel. ‘Coptractor stated that for this reson the mp 


gi. couble ard it be retroactively applied. e steted in 
aceiticn that there be further increases demanded by the Ling 
am ccnsiderat.e pressure was being crought tc dear om sratian-~dmerican 
te that end. 


". TeCaii ls Guesiic:. of royaities iuite cleariy, as I 
reca.l other details of this negotiation, cecause cf the «mszel 
natur: of the transection. it was the Tirst and cmly negotiation with 
aratiom~gmevicean; LheTe was cc CFs comitrol arriicacle, no possible 
renegotiation, no comparable competitive background on record anid never 
before had I discussed royalties with a contractor expressed in for- 
eign currenty. 


"ae part of the negotiations f Sid not attach controliing 
importance tc the royalty payment. J knoe that the average royalty 
a. Sountry would be $0.15 per barrel snd I me not surprised tc 

thet is oozi im Arabia. it wes clear thst the neymert cof 
aay Gln ta ee ies Ge cee Ga 
double that ascmt. 


"jm comectios with the Babreiz: comtract there is a stete— 
as to tre royalty referred to (Enclesure (b) Page 7, Paragraph 


2) which rasdet ‘The Sahrein Petrolews Company pate particular eaphesis 


“dabei 
Soe os ate ih Seg’ 3 
ie * 2 
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ttonen the fact that costs my rise due to demands for increased royaity 
jaynents by the King of Arabia, and, as poimted out sbove, past mistary abet aces 
wuld appear to support the contention that this is a very real possibility. 
kt the present time the Arabian government contends thet the established 
royalty rate of $.<i per barrel should be approximately doubled as the re- 
sult of its position that royalties should be paid in "Sovereign poumdis*"'. 


*“J* sppears to me th: this stestement contained in the PaF 1943 
files ia significant. It establisher thet comtrectar did not approsch 
Sav; in 1945 with this question of royalty as a new idee ani designed te 
persuade the contracting officer of incressing costs in their predaction cf 
ertie cil. 


“3. The question was raised oy the Som ittee as to whether or not I had 

reviewed the justification for Contract Wieril1-10965, as prepared iz its 

final form oy Lt. Borlemeckats. <5 the best of ay recollection I did not 

G2 tte If I med, I ae certain that I woulc have noticed the statement mde 
ir erar concerning the payment of royalty te the Lisg of Aratia., 


“Isp the course of processing some two hundred cortracts par aonth 
for petroleum products it was not umgal far me t: comclade negotiations 
"ith the comtractcr, oc review negotiations conducted by officers ander ay 
commend and to then leave the completion sf docwrents and other necherica} 
details in their hands. As a matter cf Sct, it wid have been physically 
: poseible for me to versmally review every dovumertation in detail] as it 
was pert of ay duty not only te negotiate with c:stractars, out o bebals 
diel Pe dhiataimariees stteme Geet figs £115 other Navy Depertmerts, with the 

wparteent, with <overnnenta: Agencise, such as Paw, UPB, OFA, Letd-Lease 
srthorities ani other qrowpe ixterested in our supply ont preceremct ef 











Sevies, President. of the bratian Aeerican Oil Company. Sines this justifi- 
cation refers, on page 2 (tb), to =y diecussion with &. Davies, it is obvicus 
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het Clearance Fo. 12412 was pcepered in final form after I 

to Weatiagton and subsequent to ty official transfer to other duties. I 
distinetly recall that immediately upon ny return I was busily engaged in 
preparing for my new tour of duty, in other wreds, er throngh -hysical 
evaniration, picking up uy cay account and taking all the ususi necessary 
eters which pertain to a change of duty. 


*sithoush the -) arance papers are dated the aist of July, it 4 
does not neceasarily follow timt tie ie gotiation of ¢ SSé Wes ©“ consummated 
ow. thet date. It was mre usual for papers to be Posty to accoemodate 
schadsied movement of tankers sc that the contractor would be covered Sy 
comtrect and =. uld be paid uncer Eevy procedure in the event that mech a 
contract was eventually accepted and exec:ited by Governeent. 


af dae Ae re eee 


Meo WeTii= forrished the foi:lowineg information about certain _n- 

Giricesig zentiomed in referenced revorts; A MW VICAR (not °C YIChT: was 
ani emloyee of the Navy Department in the 5ffice of the ‘nder-Secretar;. 
Tre .otividme] aentioned as "AE is cteliewed by Hac C-ILLE to be EUMAHD 
TAAPYE, who was farmeriy exployed oy the War Progaction Soard ard tc the best 
af wa EELLLE's cnomledge. still resides in Washington, D.C. The mar mntion- 
ec $8 -" Errand is thought b “al “RILLE to be PRAXK ¥. SE7™! » who vas ar. 
assistart to XC TICAP in the "nder-Secretary's office, and who is pre sertly 
em icjes as farchasirg agect cy tine Conrecticit Light Power Camery at the 
Weteroary, Comecticut iat. Ye acvised that Ris mmiy comtact with racXS cts 
anc <4°NE, FA. employees, in corpectia: with the comtrect in cnestion was 
wher. he comtacted them for historical date regardim: prices of drabiar crade = 
so thet he could wee this as a casis of comparison with the orice quoted by a 
ivamec. He stated that these tac wen hed sone of their subordinates dig op 4 

SONY OPE TZ, in wrerering the ®sustifMestion” for the ecntract. “aC 7 mre ZB 
ata that be coul: pot recall having discussed contract Wexr-71-1lie5 eS * 
particularly with @ “Toa, ZEDRGLD oF FITZGERALD, al. of the Under-Gecretary's @ 
office. He stabed tha. he ‘probably hea sose routine telephone calls fro: = 
these mes regarding tis contract as be did on all contracts, but that notning s 
waweal 4 ror coulc he recali any particular comtact ao discussion = 
with TAFE ccatract. He eet thet it = TAAFFE's job to & 
review the fossa ma tehalf of ¥.F.2, and discuss it with @ YICAR of the a 
inder-Gecretary's office. = 
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On Fete usr’; x, 3962 B. ¥. HERECH, Chairmen of the Beard, Babrein 
Petrolows Conpany, Lia., 255 interviewed in his office at 551 5th Avenue, 
New York City, in the presence cf YAN DUSEN, Veneral Counsel far that com- 
pany. At thet cise Fr. “REG advised that the only agreement <stered into 
by Babrein and the Angio-irariac Oil Com any, Lid. relative tc wartize 
speretions was ome, a cay of ahich: he had furnished Senatar “RENSTES or 
cweaber 1, 4mm «wien be, Eos, testified befare the Svecial “am iittee 

> investigate the National Defense program. JF. “AF DOSER noted that ¢! 
acrummert is inciuded as @ part cf exhibit gl” introduced ir the reeord 
oy Uhairees ShESSTER -= page é: 3. 


A typeuritter. co.y of the agreemert arc the letter nave sngust 
1S, idea with . which the agreement was enclosed to <FRRON by =. =. MESS, 
Seeresectstive of the anglo—Irariar O11] Company, Lid. was obtained ani is 


set out as foilows: 


; af 


Sr. #. ¥. Serron 

The Sebteir fo-trelem -5., itd. 
ix Sest £3rc Street 

sew York, New ‘ork 


tear Howard: 
el semc +. Grewilc a Gote which I hope records tne essertial 
features of tre agreement setvre” =r resveciive comrenies. 


| as Bl the lines < the meao— 
randum brought cy Alec fro= i , and in {7 ; « have repeated in full 
Clause (4}, which is, I thice, useful since it sets out the general rrin- 
ciples wirich we both have in mind in regard t2 the pricing of supplies. 


y 
"Be 
us 
& 
z 2 


"It may be that . hate over-simplified tis cther Clauses for the 
sake of brevity but = the stole [I think this short note is protvebly suffi- 
tient far -=2 purpotes. Fleeee wake any nocifications which you think 
ws clarify cr intention. 


Yours vary truly, 


, 


B. RB. Jackson” 


- 

é@ 

s 
“ 

















NT 46-2016 q 
THe AuGL- TRENT or COMPANY iis ie De 4 
AND THE RAHREIN PETROLER CC., LID. q 
*2) Subject to what is tated below, it is agreed that the q 
fabrein Refinery shall, es frou the ist of July, 1942, operate q 
cr ite noreai basis for the samfacture of the following pre- res ; 
auc tes: : 
Gasoline 16,500 
Xeroceme (Surning } 4,000 
kerosene (Power } 300 
Ges/Diesei Gil 3,506 
Peal Of: ras tt 
Fig Anglo~iramian anc 2a°CS «111 cooperate closely on shiping 4 
progr eaaes to empure that products shail ce lifted from the Satretn P 
tefinery ix cater tc maintain the normal programme of samfactare of Zz 
producte as set forth in Cliguse {1). z 
a3, if BA ae nas at any time insufficient cutiet through its 
ovr. norms! chemmels of districeticr ao by means of sales to third 
parties to secure ake: Lifting of the whole iuantities of products re- 
suired to maintsin the normal asnufacture as defined in Ciause {1}, 
the 4cglo-Iretian will purchase such cargoes aa may be netessary ts 
smeare the lifting of such fall -uantities. 
Bia} Angico-Iranian will purchase any such cargoes {.6.b. Baitein 


Sefinery at prices to be agreed between the parties which shall be 
teased on the Gaotations current in Fistt's Gilgras for the predercts 
iifted, or for the components in the products where plas are in- 
volved. The prices shall not exceed such quotations and aay represent 
2 discowrt on the iowest quotations. if Platt's Giligram is not the 
proper indicator of price structure in the markets where the cargoes 
are destined toe be sold, some other basis shall be taken, the inten- 
io: teing that dngic-iranian staii not suffer any icss on the feccb, 
price in respect of the realisation of such cargoes. It is agreed 
thet if BAPCO, oxcest for reasons beyond its c. » by iteelf « 
through any of its Subsidiary a Assoriated “ouenies, sells products 
lor bumkers or internally in markets st a price which leaves Aegio- 


_ 
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* <ommnget s<veaa- 








‘jrenian with a finenciai logs om the f.9.b. price payable sy Argle~ 
Iramian for a cargo iifted at Bebrein for consumption as “mkers oF 
in amy such market, then =APCC will make goad to dAnglo-Iranian the 
loss incurred on any such cargo. 


"in accordance with the terms of this Clause it is acreed 
that the prices to on paic by Anglo-Iranian f.o.b. Rehrein for cargoes 
lifted during the emths of Inly aml gerert, 1942, shall be as fullows;- 
Sudject tc what is sta‘ed hereunder the low cuotation of Plattits M]- 
gram for export et the waif on the 15th day of the aonth revises te 
the momth in witich losding commences. 





wesolineg As yuoted for the Sc*tane So. remired by 
Anglo-Iranian. 

Surning Serceens As Guoted for 41/43 Water Write “er-weme. 

Power (Ler ceene As quoted for 41/43 Water Mite Yerosene 
ples $$ 

jas Oi AS Quoted for the Liesel Incex required 





oy Angio~Iraniem. It is, however, azreed 
in Tegard t< was Oi] thet Anglo-Iremian wil. not order a grade below 
S3/5° wrtil such time as tie 7_ni-em of 42 Viesel Index is adocted as 
& genera. specificatia. mg.o-iramian indicate in this respect thet 
the market standard has aireacy been established in Inmdiz a= 48 asinine. 


Fuei O41 as Quoted fr cargo lots of omer C. 





The soove prices are subject tc ea 2% discount < Sescline ax Lercsenes 


ther agreed that FAPCO wiii have a reciprocal right to purchase prediacts 
fram Amglo-iranian oc the seu crice tasis, 


The abo.9 arrangement shali comtime until the Sist of July, 
12 and theresfter witil teruinsted ty either periy giving to the cther 
tires calendar sceths’ previc<s soiees in writing unless cither party is 
prevented by “force majeure* fran carrying ont the agree st. 


Pi aeiah Bren 








Bi 46-2015 | 
#{6) Invoices will bs for sterling equivalent at tin exchange a 
rate current on the quotation ruling date and payment will be mds - 
in London on cable edviee of the quantity andprice, subject to a 
correction, if necessary, on receipt of the Bil) of lading. 2 

The typed capy of the above letter am! egreenest obtained from 


HERRON are being tranesitted to the Washingtos Fieid Grice with cortes 
of this reporte 


Enclosures to Washington Field (3) 
1 statement of AUUAN 4. sac KHCLIZ. 
1 copy of letter from 4. A. AC VRTUIR to Adairal BE. 
1 copy of agreament and letter dated 4ugust 19, 1342 csteven 


the aAnglo-Irapier “2 Caipeny, Lid. and the Bexrein Petrolecn 
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SOE Pees an. G8 6 ® _ ” 
Office Memorandum e UNITED STATES GOVERNMENT 





‘ar 
i 


CIRSCTOR, FEI DATE: PebPuary 24, 1948 
Uy SOTTe:, Sac, MASEIROTON FIELD 
4 







eres es 


Barean file Mo. 66-133% 
Relet Pebruary 16, 1948, from Nee York to the Bureau. % 


The attention of the Hew York Office is directed to Page 12 of the report 
, Mhich sets ferts a istter 

















ficer on cemtract 4c. M5ex-10965. The justification actached to this contract 
Bas been set forte on page 10 cf the report of Special Agent J 8, COM, dated 
February 6, i%8. This is a comtract in which tee price for oil was raised frea 
65¢ per barrel to $1.05 jar barrel. Tre justification painted out that the is- 
crease was probably justified by a reported increase in rvoyaities from 2i¢ « 
barrel tc .2¢ a barrel. Actsaliy, there was no appreciable increase in royalties. 


raie 





MAC ERTLZE dsonis be thoroughly interviewed and complete ad exact de- 
taiis of mie source of information be obtained concerning ine increase in royalties 
from 21% a berreal ts 426 a carrel. 





It is requested that tnis investigation be completed at the earliest 
possibie aste. is 
cc-Sew York (35) 


JBC saath 
“6-1 908 





HD STATES NAVY CONTRACTS 7O% PURCHASE 
ARASIA! FETROLE PROWUCTS 





3. BERBARD COOK (4) 
¢@ enone —— 


WAR FRAUD CLATY CIVIL SUIT 


JBC 2HS 





pee T 


PLAS RL OAT IERIE TREN EI SE | TEA ON AE EEE 





Department. Case om! working files soi Favy Depertsent 
regarding fourteen contracts with Cali formis-Tuxas 

O43 Cosparny and arabian American Of1 Company obtaine? and 
sumearics set out, Justification at*ached to Contract 
PESSX-10955 states royalty paid by ail compentes to the 
King of 3Sacci Arabia increased fros. Zi¢ per barrel to i2¢ 
ser barrel. WAI "SON I°2G employed by State Departaent 
from July 7, 19u1, to August 18, 19:3. The namgof 
RINTAAST. MoTICERR anc TaTeE referrec to ‘n Semmte testimny 
by &. A. MacKTILic not ijantimMed, 


¢, BRERA cD COCK catec 











e ce acity ‘of chat of the Offies of Advisor on Petrolews Atairs. 
faring his residence in Washington he resided at the Shoreham Hotel 
bat his permanent residence was maintained at 140 Park Avenue, Greenwich, 
Commecticut. ‘The personnel file reflected that THORNBURG wes bern October 3, 
1892, st Los Angeles, California, an?’ is married to LETITIA 8, THORNSUNG. 

Se has two children, ages 1h and 12. anfiwes in: the armed Forces of the 7.3, 
Secs apvil i917 to Kareh 1920. 


Sy tee ae ee ee eee ee ‘2 Was o2 
from 1920 to 193% with the Stencard cil - : 
Street, Sen saline California. Yrom 1931 to 1936. ne was Moet a 

, “Sompany of Salivornia at a salary of *18 ,000 per anmum. 
RRS was Tice President of the ‘ali fornia’ 
company Lid. of 130 Fast Gir? Street, Sew York Tity at an anmual salary of 
33°, 0 per amie. 












THORASICRS received his education 2¢ the Tniversity of california 
fron 1914 to 1917 and again from L920 to 1921 receiving an AB anc 2S Degree . 
He again attended this qmiversity ‘ram 1934 to 1935 receiving ac. %. 
segree. Prom 1719 to 1920 he attenied the University of Grenoble, France, 


In the file at the S*ate “esartment there bate @ letter dated 
way 31, 19K7, frce the Lina i ripe Tagalty Commary of ‘ew York hati 
a reference for F4¥ TSURESONG of Banrein Pergian Scif in that S 
mac apoiied ia ee 620,000 as a Consultant at London, enlace: 
This bond was to te in favor of the Teent tists Century fun¢, Incorporated. 
Theres was me record at the State Department of the employment of any 
imcivitual bearing the name RINZHi2T Me TICEeR or TATE. 


The personnel files of the Kaevy Departaent fail to indicate the 
eupioyaent of any in‘ividual Searing tne name of RIMERART or MeVICKER; 
however thore was a personel file on one GUIMEA W. TATE, who entered on 
dety at the Eevy D eo ee eee 
19k7. at the tine of the resignation of this explores in 
that he mae in grate CAY 7 at a ealary of $5397 } [per . 
Peview of this file reflected that GTIOLA TATE was a female and is probably 
net idectioal with the TATE referred to in the testinony of £2. &. aekhTiigz 
vefere the Senete Comma CE , | 
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The persome) records of the SPB meintained at the archives 
™aliding, Washington, D.C. reflect that the following records of individuals 
bearing the name of R'WEHART or NcVICEER exployed by the @PB during the 
period under investization. 





Om April €, 1942, LOUIS FARLOW RINEHART of 730 Montrose Aveme, 
Colzmis, Stilo, entered on duty at the FPS 2s a: Assistent Production Analyst 
at a salary of 832° 3 year. he resigned on December 31, 1943, to accept 
& position with a track tractor company. This file reflected that RINEHART's 
previors ercloyments were with the Ford ¥otor Company anc orinting companies 
lovated in “eluzbus, “cio. It also indicated that RIvU4rT's exployment 
While with the 7P8 was at “oliwmbas, ‘iris, and there was no indication of 
his ewer being assizmec to Washington, 5.C. It is not probable that this 
RIKESAST is identical with the RIX“HART referred to in the testimony of 
A. &@- VactRTLLE. 


PHTITTD 2, SINE“ART residing at S04 “ilsworth ‘rive, Siiv 
orin:, “arylanc, acrercing to the recarcs of the TP? maintained at the 
Archives Fuilcing, emteret on duty with the ¥YP3 om October 19, 19L1, at a 
salary of §S&0 per year i: grace CAP 13. In April 1912 he transferred to 
the iffice of -hief of Ordnance, War Departwert a2 a Principal Production 
Specialist at the same crade and salary. & July li, 1912, be returned to 
the Yar Producticn Soard as jesd Protucticn Specialist, Incustry Operations 


~ 


at a salary of $4500 per annus. 


ne Stancard some “tl lities, macine, Tiscomsin, anc the Westinzhouse Zlectric 
Manufacturing company of Wansfieic, Otro. | 


* 






this file reflects that in addition to his Silwer Spring address 
HINERL?7 also gave as 2# persanent address the Walmit Park Plasa, ‘3rd 

and Zalcat Street, Philadelphia, Pennsylvania. He was born om November 7, 
1892, is 5° 78 in height, an¢ weighs 162 lbs. It is not noun whether this 
RIWEHART is icentical with the ome referred to in the testimony of A. A. 
MackRi liz. 

















The personnel] flies of the War Production Soard reflect that one 
JaMPS C. WeVICE™ of U5 Sorth Street, Leganier, Pennsylvania, vas employed 
as a salvage investizator, ¥P2, Johnetoim, Pemisyivanis, from Jamusry 1, 
19,3, to duly 31, 1953. ‘kis file reflects thet ¥c7ICKER was never stationed 



















| a bearing 
ing to the filee of the WPE which are’ maintained a ¢ 








Pullting, ” 
of the Saige Acwocate General's Office, | 
Ravy ! turned over to the Barean @ copy of a 


2 Eaterial, Sakrein Island, sig hooeas 


dates wa 3, 193. Tis letter is as follows; 








a6 "isa 1OCC erage ran ancertal modo 7 











in Traa, 
ee ee eee at Abadan, 


tt 


ws 
_ 


sage ai tree ar 








— = = sta fuel ofl from Ze oa: ay gurecerisrs of | 
“Semples of fuel cil protection from eack of these three 
refi ‘hae now been forwarded te the F. 3. I. Te will be | 


if these ails be tested with 
ad a copy of the test 











ze of "hes Aas ware nade | and { fy pena ng each j are e being ‘tranenitted t te 
the Bureau with copies of thie car. 


& review of these files reflects the follewing vertinant 
informetion contained therein, 


ie omitrac’ was betmecn the Cellforute~texas Chl Company 

(Overseas) Lic. of of 130 Fast Lord Street, New Tork, “== York, and the T. S, 
Savy. This contract was mece on Hay 25, 19h2, and ealled for the delivery 
ot snk-atiitons bateuls a0 Saey Pout oli acseiek a ACé per barrel or a total 
of $250,000 and 100,000 barrels of fuel of] for diemel engines at £2.25 per 
oad agedcadtaat achirstacner heat ea The total smowst of this contract was 
$975,000 acc deliveries ver € called for from Bay 25, ifuz, to dme 3C, 19k2. 
Lies ape cyeeiady edlbeaary ‘ek aks Sitra, “shrein Islend. The Purchasing 

Offi -s= Lae eonir t was X, A. SOPCROSS of the Bureau of Supplies and 

Leconte, Ue S. "avr 












Duis cortrest was amended to include an additional 3,010,000 
barrels of Eary fuel sil special and 900,00 barrels of fuel ofl for “esel 
engines at “te same price as qooted in the original conm‘ract adding a total 
of 3,775,000 to the original contract. These products were to be delivered 
frown Etra, Sahrein Island, from Jaly 1, 192, to dame 30, 1913. 


EASE 


This contract dated Eovenber 1, a 
Cali fornia~Texas O11 Company (Oversens) Lid. of lew m York, Fes York, amd 
tie G. 3. Navy. +t calind for celivery of 102,500 barrels of diesel engine 
fuel afl at $1.25 per barrel or a total of $178,125.00, This contract vas 
erotia fised foe eoatrect an the Parehasing Officer was 2. W. 
= ee ee The cil vas 
Sauk a We ae eee cltinete dalivery me inticated as 
wastratia. 










i 
Wat 
t 












This contract betwen the California-Texes SLi mand (Overseas) 
Ltd. of yew Tork city y st the 5 - Se Bavy “tiled for the Aslive “zy of 124,000 
barrels 7 Savy Aesel Sil st #07: io er —— 4 total ie of 279, 
Sc. This contract sas ewar-ted on “arch ?, ; amt catia? for deli 
of the above | rotuct fron eager ge Faland, Pott iy Ay from Zarch 2, “Ts. 
The of % or the 7, 3. Rawy inticated as the awarding 
gi otliaieed o > 








er dated eatmaary 7}. 
i, ce ray y. 2. M2 “sar, Ssciuaah 
Lid, offering 15,007 aa or ath one ‘media of ay Sesel feed which 

Would be avaliable at the Persian Tlf te be “oli-cred in Serii for 21.66 
2 barrel. a 









Sas t 






ie orice eas recuced by negetiztion te 65) ° . par barrel. 








23 Zoligwss 








(1983 and 19th ftecal years), after further negotiation, ERAS Si saree 
to reduce its price to 41.575 per bbl. (first counter-cffer «as 41.60) bat 
refused ta comaider say ner price. predicated on the following: 





*(1) The $1.25 i price ses originally tentered to 6 Ravy | 
marl ng 192 (for fiseal year 1913) ss an fnacensnt 
te obtain a comtract ct a time ahen Sabrien was 

Operating xt only helf-casestey ars’ Sal dex ras havirg 

ffierlty in ented ning allocation of tanker tomage 

from the ritish Windatry of Yar Transport. Contract 

725 renewed curing 1943 (for fiscal year 19:4} on 

Same baste eg Mrst 








ery 
a 
haan 


placed an the sterline “isch area 
tive, however, to Fed. 3944) 
products wrmfactured at this refinery 22s 
negotiates ax clgted with the Gritich Admiralty effective 
j i Jaly 194k. Price om thie contract for diesel fuel 14 
3 tical te product covered br E¥ex-950°) exrert 10°F pour 
: point (it ir waderstoot this pour will not be guaranteed 

after f>ril } ot5: is 3 poumts 2 shillings & pence ver lorz 

tesi equal to 4) 58 per bhi. ‘al Tex reports bistralty's 

contract st Shadan fer ampe procuct is not less than £1.48 4 
_ per thi, Although Cal Tex is umahle to furnish ay ae 

> = , winding that 1¢ wezld act be as 

logis expect the SAmiralty te pay a British supplier — 4 
in ‘the sae area any lees than an txcri-an supplier. Teo 7 

& three cargoes 2 mont: ave involved on the ‘21 Tex 
contract with the dcaivaity, amd a portion sf this oil is 
delivered ta the =, 5, ‘Savy in the far Dast umier Severse 
Leni~Lease. 












ceh 






4 








(3) Bas Tamre, while enly @ few wiles fron Sabrien, is in tae 
opp hpi decree, | 
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pring plant - capasity 3/3500 wae 
ais sleet are iene as O08 oe taken dn. te Ota 
: controlicd areas, and refinery price of a given product 
ee oe eee ee ee ere tereercmes 
In thie resard, prices fia the Pereial Gulf area were 
essere by prices in the 7. 3. Gulf during pre-war 
‘days. RBoamker prices f.o.b. warious world ports were 
historically established by adding to the f[.0.b. price in 
« 3S. Gulf freight and insurance from the Gulf port to 
the actual bonkering pert in order to give 2 c.i.f. price. 
This selling price was applied to all the oil sold at 
& given port regardless of its actual orisir. The result 
would be to give Persia: Galt refineries s grezter or 
Lisser Sete Serene the veorranhi cal 
location of £ the bankering port. Ge Ze if ofl were supplied 
in Sombay iroe Apecdan £% woul? normally show a refirery 
netback Kigher than in the 7. 3. Gulf vecause of the 
shorter haul between Abaca and Sombay as compared to the 
Te Se Gens Shc Sameey, SonveTaciey for the sams Feasan if 
a given mxering port rere zecgraphically closer te the 
Te 3. Gulf than te the Persian Gulf, refine? netbacks 
at the latter location would be lower than in the @. 8. 
mf. 






(3) "Effective 1 Jan. 19:2, the Iitish revised their price polig 
an adopted f.o.b. U. S. Seif prices as the stancard for 
f.o.6, Persian Galf prices on the basis that due to shortage 
of tanker tomage, oil supplies requirec at the various bunk- 

ering ports would be draem from tbe nearest availabie source, 
cat The cela at aeesanalae danmbibieds io: laenee antaeed 
Effective 1 fag. 19k2, of] price policy for all fimker‘ng 
he yeti aptiape capo per Begs scarce Gish sigh tga 
estatlished om the basis of f-a-be acteal origin pis 













Sis Sia sects acemaielldk ailds Ci dieaMicaa reales 
supplied wauder Eiax $900k today is $1.7325 f.0.d. Paraian 
Salf. A special price of %1.46 was negotiated by Cal fer 
with the Gritish adniralty, or in effect the Oritish Sor't. 
received a discomt equal to 1/8 per exllon off the regular 





4 











| capine i Ne ‘Parthor é Lecussions with Cal Tex resulted 
ox 4 comeeendi ct to Gente came however, to 
1.575 per bol. This price was informally cleared "yy Conair « 
vacFrille with Hr. Taaffe of %.P.8. {although cost of 
contract was calcalated to be under $200,000 a’ therefore ; 

sould sot require formal OPAM clearance, "1t was felt that 

a principle of some Suture consequence might be invalwd) 
vr. TAAFFE indicated that his concurrence on the reasonable- 
nese of $1.575 for a snct cargo wider the existing circus 
stences would not oesessarily establish a orecedent a: 
fcture clesel transactions With Cal Tex. Sisllerly “ai 
Tex stated that it was in am uwitenable position with the 
Britis: ar- therefore ite acceptance of 11.575 on tx mb ject 
exitract would not constitute a precedent for price 2° ture 
Ras Tarura diese) sretucticn, 





“Hote; The price of #2 heating of] (occasionally supplied as 
off-srecification Ciesel or Pool 21 gas oil) in the ' fe S. Galt is 1.575 
per bbl, Ess sme 2 feael is definitely a higher quality erett 
therefore a cost sf 31.575 per 5t1. is not cometdered urreasonabie, 





®'nternational Aid Mision was requ-sted to “eveloo arine 


c* 4 @ ~ 
infsrnstion on Z.els ourchesed cartentiy br the Oritish Aded ral+y in the 
Fersian ml’, In this regarc, the foliowire data was reported on 722 

<= : se 

a Pus? 

















F.0.2. 33... PR ss PRICE 
AE PORT LONG Te Pee 8 6§9/38L_ 
Sevy Mesel Sahrsic 76 42 & 12.% 1,48 
dscivralty Mesei sbacan 7. Ge w® 13.93 1.71 
Diesel Abedar. Te2 55 9 1.2 1,5 





20 shillings = 1 som 13 ee = 1 shilling 


Tie British consider she Atniraity Diowsl aed Peal conpersble to 
omer mnptpcsodinns fusecerrar Sad aa the 
one? eee Coenen ee 









, Californis, and the U. S. Fay 7 oa 
ne of #5, C00 a : 


a a be ae The subject suurd was negotiated by 
Camis. &. be ' 3 


y stanipaint, 35/% APT. gravity “ost Texas 


cai d 4.2%. 
$1.17 to $1.19 per barrel bana om 


sOr ot ths ae plas an extinated $).17 to $0.19 crew ane 3 








President of Arabian kmerican and kr. i G. ethan, Sales Manager of the 
latter company. This gercup stated that they considered its srizinal pricing 
of croce of] for LOC Octane dviation Gasline for ‘SC 1 reasonshle ard 
adequate justification for contractor's quotations to Navy, particularly 
since curredy rayelties to the King of Arabia sre now totalling syproxicet wely 
$0.42 per barrel as compared to the former $0.21 per barrel applicable 
peri the periscd of negotiations of the “8 emmtract. in aduition, it 


vas reported chat ncaa a pressure is being placed on Srabien beerican 
to farther increase sath royalties. 





"{c) lsiz is wate oy contractor that it i: civing 
vuowvermmss. tor benefit oF its established inter-campany sales patie 
specifically the price at wich arabian dmerican sells cruise to > Babrien 
Petroleum. A review of Pats Mile on the Sehrien Petrciews/DSc 
contract for 1° octane dviation Gasoline appears to confire ¢ “as statement, 
= Sahries inclaced in ite ceets for the zaecline a crvte ralue of 
$1.02 at, the weile 












lysis: The only crude sil price analysis 
somtractor is the data supplied PSW in th: segotiations 
for 3abrien Petrolem:'s sale of 100 Octane aviation Gasoline to DSC. As 
this was the subiect 2” “apate between Goverment anc Bakrien over 2 
perloc of several months, copies of thoes pages containine data pertinent 
to crude sii evalastice sore extracted fran the "Cost kxlyeis and 
Sreckdveen® Mile on Sehrie. Petroleu: and consist of the fcllewire: 


Scloeure (4) - Sabrien Fetrolew's letter of 24 
dmraery 1523 tc PON, Pile TSLGk paces IKTI-22-2}-2h-25-%, 


(3) - Sxtracted pages from PHI's "Meso - 
with abrien dated § Eareh 1543, ils TSLSL pages re 
= bata digg te erate ail begins with the foarte *, 














WO b6-1908 : 


eae eee 
106 Octane Aviation Gasoline" Pile 7515 page IXTI-A3. 


OTe will be noted in encloscre (8) thet PAT refused to 
sccet Mehrien's crude valustion of $1.02 per barrel covered by 
Bclosare (4), an¢ recalculated net mstertals cost to reflect 2 hase 
trice of 51, per barrel. Sehrien sisiisriy refused to accept 

Pax ‘s plied veluction and ‘finaliy after several months negotiation, 
valuation by azreenent between the sarties to ine ease enother cost 
factor ("Continzencies*) from 93.005 to $0.912¢ per galion equal ts 
$315 per barrel om Mintshed 160 cetane aviation gescline. In this 




















commection, attention is directed to Enclosure (©), particularily to the 


secon? columm of figures covering Sshrien's cost data of L Pebroary 
+t 


13 3 aoc the thirc colum headed "Pas a-proval® (contract everntualiy 
was written on th: basis of 82,1575 per zalion). 


& cosparison of the two columns of figures shovs 
23 Sales 


®{1} 411 items of expense 1are icentical except *Eet 
Petrciew Materials Tost! and Slortincerctes,? 


(2) P&¥ reduced oy $0.61127 cents Sehriesn‘'s claimed 
eevee, fox pet Pet. cleus meleriais Inst.* Thi 
reliects 2 sage price <I &.8h barrel for crode 
f.a.5, Dammann a compere with Sahrie:is $item 
nl a mala da 

Dasma } » 





{3) Fey ——- bin #0..0075 Rabeies's claized amcuart 





(i) The net reduction in the to’al price requested by 


WS. the total ecprovsd oy PME is only 
$0035? per gallon. 





te EEE bate sdectt a change in owir respective 3 original 1 presions re 
ae es agreeing on a price of 0.1375 for tae na piline 
traeesbie te crude cil. | 
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"Se Verbal approval: Yerbai approval was obtained fron 
war. | 
SECKSeEeDATT OR 

The wh ject award is recomended by the Poel Jection, 


cmodity Purchase Granch, in acco-dance with the request of RF-1,* 


In the above justificstio; {t iu pointed out that current 
royaities to the Eing of drebia were st that tire totaling spproxiastely 
wZ¢ per barre] as comparud te the fornser 21¢ per barrel, applicable during 
the periot of negotiations of the *8C"* contract, It was alec pvinted out 
im this Jurtificziion that considerable pressxe cas betne olacs! om 


ap atian yeerican to further tucrease exch royalties; horever it was not 
anciceted toe source of this inforaation that royalties ware in-reessd fron 


2.t to 2¢ cer barrel. 


In thic juctification attached tc cortract @ISSF-10925 reference 
was =tce to enclosures 4, 3, and ©. Erclosure A was a letter t- 4, 5. 
SIRES, Masociate Mrector, Fccign Tivivion, Offices of Petrclem 
a=aintstrator for Gar cated Jamuary 2", 1943, from the Babrien Petrolew 
vary, Itc. This letter is as follows: 


2 faery rig iz® j 


associate rector, ‘roreic: Siviaion 
~2Tice of Petrsieum Aceinistretor for Yar 
Sastkington, 0.°. 


wear Sx. Seocgrass: 
“=. Parknaret bec requested infcrusticon to substantiate the price 


ior tie freblan crade needed for the ezcufactere of 15D Octane avistion 


gexcine at Sahrein refinery +2 set fo-th in the price schedules tram 
tied with ay let*er of Jammer 2th, 


Ol: the cage of domestic aviation projecte, the cost of crue 
oii cozrgeeble to the mmve’ectare of aviation gamline o- sther products 


-13- 
















in readily established ty reference te 2 ’ | 
arots involved. he stematian Ser tenets if ig aot oo simple because 
thurs bes not been nor Se there mow such 2 } | or 


recognised prices of the creds ofis 
determination of a fair ax! resonable | 





























“The besic principle behind the establishment of a posted orice 
for crude from a domestic oi. Meld is that the price be coneistent with 4 
“ae quailty of that particular crode, that is with the refinine cost aad . 
the value of the prodects which can be manufactured therefrom. “his 4 
principle results in an adjustaent a! inter-relstion of the prices of 1 
crudes from i ?fsrent Tisi“s on a comparative quality basis. : 


feel that, in the absence of a ® oeted orice” in the Persian 
9 the price for arsbi=c: cruce mast be rel:ted to the om#!‘+> asc to the 
stablished price of seme resresenteti<cs g zc crwie. The thrited States 
43 the leresst orovecer, refiner and consumer of petroleum anc hence 
domestic srices beet reflect the trae value of ervce cil. Parthervore, 
pYior to the rar, ibe 0. 5. exported large quantities af crode, ary’ the 
crades from Iraq er? Persian Kl’ fields were shined ts Zarope in +hreet 
competition with these geericat crudes. 


et the raricus 7. 3. creudes which eicct be selected, thot 

trom the Tast Texas fielc seems to be the aost iszical one to 

price beais for drablas crave. Not on only was ‘ast Texas ope of the principal 4 
crudes formerly exnovted, Sat ime field is 2 large one a 
continge to procuce large volumes of crude and its nosted price is there~ 4 
fore a excellent indication of the wales of cree of] in world markets : 


Wie attached Tete 1, shows the 
oon of the ral=e of Sust Tesus and arshian 





for Yast Tense, 5 larger voles of crude wuld te required beomuse of the 
lave gascline yieid, ant a greater : * 






produced. the snmaal refining expanse with irabian crete wal! #ss | 3 
be gresier, Than tiv walees of all sf the areducts ere totale it 

refining expense subtracted the net value of the products from ¢: : 
‘of the tee crates wag establishe, The not freres divided by the perrels 4 
of crade roouired determined the value per barrel of each crue. The 
Arapien cries vas foun’ to be orth 30.23 ner hares? l-ge than East 
Cree 




















ere” een 








arisom between Sast Texas arn’ trabian cre“es is aleo 
atlas “ed ty we “ata on “able ¢ which sho ¢ ylelcs an’ tests of ators 
pro“sced by Zirplie “istillation of the two cries. 


There is another crue orocuced in cemet“ernk!: volaes in the 


Sy 3. whieh ir actually pore Like arabian than “ast Texas cruce so ‘ar zs 


* 


wuality is comcerne?, “eference {¢ mde i: “est “exas~Jew “exien cru-es, 
reoresentative tests ou enich are shown on “able 2 attached, 


ore price of Ershicn crue in the fiel~ tanks, shown on “xhibit 

1, attachee to Schecile A of our revised sropzsal, is €1.02 ver per barrel. 
“nit is terivec oy subtrecting the 2.23 4 ferential] value establich<¢ on 
ae Ll the poste? -rice of Fast “exag crive in “Lelé tanke, which is 


Mi this orice is afforded by noti-: that the 

Dostet orice for 7 st 7: as—"em exico crue of the sane gravity as aratisn 
yo + eS 

(35 to 35.9) lz mex WL.C? per ba-rel. 


*-y,. Parx*aurst also requested 2a breakdown 0” the cost of 
trammmortins Arabian erie from the fiel< tanks tc “ahreio refinery by 
pipelicn anc barge. Tat altached Table & shova this estimated cost ancuntirg 4 
to a Lotal of S.O7054 per barrel. 


Ste acditia: of the <boie este lished fie)? gen of 1.0? > pias 
trae transportation cost of 93,0745 <i iS 


poe barrel of oe sAdisiomal Areas crate required fe “memfactare of g 
aviation cascline st Tzhriem refinery. | | ws 





ee ns 
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Taite per 2bl. of 
arate at  Pinery 
nery $1.55 | 
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"It s‘culd also de note? that *he price of 13.75¢ per zalior 
less than the frelcat cost which would be invwlred if «e mere rescire- 
sir comparabie goincts from tre “esas Gulf te the Persian Gulf, not 
isclucing insurance = the cargo. 


Pihiie <n for-going consideration: cight well be talon as 


Gompery*s cog = it. oder to asgurs ourselves that the proposed orice invol vcs 
meiiber & excesmve profst ner write-off om capital costs im excess of 
sammai “erorecieticn, amortization ami chscleseense. The setessity fcr 


wich & Cost analysis arises owt °° the policy adopted in Jammry 19:2, 57 


renresetsiives xf “te War and Savy Neparteents, “sicnee So=plies Corporation, 


a a 
La er 


- 





aad thie office, wkich policy haz been followed as to ali contracte for 
the purchase ty Bfeare Supglices Sorporstion of 100 octane aviation 
gerciic. auafsebared in the United States. — | 


Such a coct amaiycis neccacerily involves a stady oD ror 
saterials, -oste operating ecst, capital charge (depreciation, gmeriisation 
and shantescesce), facilities charge (interest on the in+e<‘aent), 

a giierarce Yor emtinzenctes av’ a gotest procit allovencs, mm the 
peegent instance, ~e ewe Seen Die t1 acres with Ashrein Petrcleas 
Nemes om the uve of fieures for aii of three items {other than caw 
whartals casig int cstti-reacias) which fizsures are, in onr opinion, 
entirely “aim w.f resgercthie an” Ceye-ahle to Sovermmment. Fotrorst, 
“gh~ein Petroleum company, at the recuest of Zefense Sacplies Torporation 
ar? +s offica, Wis arreed to ihe insertion af a clea in the 

sontrest which vii] pesuit re-evaluation of the price ir the ewent inat 
the actual prokction szeeeds toe «si‘natec nentections 


WSith recac’ i the ray catertals costs, we have encountered 

ssi erable (iitacvuliz. This ‘ “74{eilty arises from the fect that tre 
Ye atta avistion zasnline will Se sade Sy rummineg an a‘ditivasi Gatity 
cf avabian erica ore acec OF s owes, the iapitcd stock of sitich is omec 


be ths ame cwepani<s Sach own tie apital steck of ahrein Petrolem: 
sommaty, namely, “tancari Mi Ccomnany of “2liformis ant the “exas aeDar Fo 


- Seq. % t 
‘aregrer, the protlem is complicates 2 
a $n. Fee ~ ih 
wartct for this scaiar crave 74. che 5 sent time. 


the gw mtieriz’s uret. “hus in t*ose cases {a which the 100 octame 
aviation gamiice i: eecde by rari: afitional eructe of] rather than 

by cavwerticg otter ore*ects into aviztion (asclire, re have accep.” she 
Sonetet® price of crue cil as a proper evaluztion since in the case of 
dom atic crafe ails sach “po-tec™ prices hive become accepted criteria ci 


valine, 


- 


ts 

the ® osted™ pices 2° comestic crace alls, Babrein sicas fcmeny has 
pizeite® cote te show thet if “ast “sx2s crude an“ irshiss oruce ge rm 
gm = antigay rcfiacsy te mie anoresi procacts, ‘he arabian orede wald 


a ta be eweisdiat =: 234 ver berrel Teas Sum: the Tacs Taras erase in 


«3 


othe “eet test there is no cemetitive 





‘ Bee 
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patee 


as RTS ve. 


Tots 


wey 


i Rh a A i i ei 

























“%& have refused to accept this ewaluction of archian crude 
senate it app-are to uz that ite egeperative -alue with reference to 
domestic crue is not # seoper criterion and because the pre-var sales of 
srabiac crude, thse isst of weict agles t7 compani:s other than Saiirein ; 
wore 1 Wd), were at pricas const erahdy love> thant 1402 pa> Darrel. 3 









aoe fire calling tor the sale of 2 large | J 
pe Sarre: 2.3.8. the xe Seah or: Sozst. Ye * 





yt, gatas 2 ae Z 





resalt of pressure sxericd on Dutch Yast Indian sources of erare ofl and : 4 
8% a raseult cf these facters tee aPegoes ware scippec to the Japcnese E 


a price of 7 2 per barrel f,8.5, the Aeibiar Toast. We de = 
reg weaeTs cee ide te ethno “aten fer spoetaty athor qensit rglez which 2 % 
s gufderstan” were mide for shiweent “Se Mediterranean porte) represent. a 
s fair incex to *'s mrret walue of the iLrabian crude a we h.ve taken the g 





vesition that this eruve cil stcald ast he evaluate! & price richer thar ~ & 
the §4¢ per barvel Migure oonvainad im the large scale yp ies referred te . 


above. ‘Se beli-ve this vositinn is justified despite a number of factors 
wich have been pot ated 72% OF “aren Petrmleum “cmpany issficetine thet : 
ever tris “46 cer barrel jrise “p=s act coevricde any index of oreeent ezrket q 
walue. ne fact which ‘ahres Petroleus Seepany points out 

supzort of this view is =: cat it ius been fount aecessary to = ce lores - 
acvances tc 2 Fine of irsbia sf since the S44 rer bervel sales were nace. — 





"The other ee eteely in 
the cost of prosucing 100 octane avisiia ¥ 
stlewace for contingencies. Sech aa a2. 2 hes been mate in prices “saa 
_— for emestic production af 390 actene aviation ghenk.ine sole x 
ance is thoroschly fusti fie i : : ‘ a2 the any { factors wich 4 tnt wfere = 3 
wth the 13 realisation =f the tecknd al and econumit expectatiaas fa- 
waived in ep topyrinae ta emmy Biss napa Tis sllecmce feage one 

. ce eee ee eee gredue 
aes jock tae 































fous cecceciabenebire eters aca my 


te ako oh 
Rese we 








thes wt |  fieish rape 














ss 


a sree a4 


ef =z = aey item oF 





pw Lnbac net 


al 
Fal 





ao 


seca cas 


—_ CO dey 


“project 4s Sevti fies me tits 
mromt to 1256 an ‘galicn © 


Y Rac asked om only 7 oe tie ey ao mips a of 
0.5% per = an? hss ured she existence ¢ of 


cael 


ovat 
at i th 


ere emtinrency al Lowance of 1.254 pe gabion aa! other cncrs 
eval ated on a tga =nsletent with doaestic pre“uction amd favorable to 
Government, She 13.754 cr zallon cwice fer the 19) octane aviation qasolins 
contains =m some! ior raw saterfala equivalent to a price of slightly 
leas than AL¢ par barre) or the arabian ernce 7.: 2 Se the 2rablan te 
Thile it is imporrizle to say thet this is ¢ =ot exactly ‘the meoger 


price, *e belicve ai is tv yglisiely Jactiflable since it is less than the 


prics lnvoived in the only large wollaee cormitment entere? izto prior to 
the Far >, namely 86¢ per barre!.” 


¥, y 
argh se 


* 


‘Berlesare © referred to in the Jacti ication fe the 


Covk to Sewermaent af 100 Ostane bri ston Guori:ines® Thies 
as foliars: 


SRSSHELE PEINALEUN | CoMPANY LOOTED 


BAST { ud Det ee. sores: iF 190 ocraee 





fet eRe oe RT 
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Pr “posed contract sriess on 7 Sentecber, Speci Acations 
cumtract are a: follows; 


=. Specification 7-O-lg cate! 2 april 1955 
cate Mach sall >o CST. Fae axe | . 


3 s protect to be ash tthe Tay will represert the 
 connereti on an’ ajproral of the Ge 3+ 
aT af a «Aeprten dated § ~ & 


. Lhe 
- ‘ig Para ny 
rp MBAR So aia 


A a 








as get forth heres th a ldtter trom Y. Ae “AEOS, Presicent 
of the irebien deericen Cll comer ecivier A. &. uacwntire Agted 
dngust, , iB, in whith he inttest -e! the nasis for the prices charged 

he 7 ee Savy for of} protucts. | 






























&. Deca of our pig sid is Cisevasing with the 

Sem ct samgiies arc Jere s te cake OF ge Ue ogewm ore “ucts to be 

Meee 24 OP 2B Tamers «> lle ry, ¥ é: BLY1 seon start onereticns, 
In wie Crise of titls Giscursicn th: ~elition setapen U0. 5. anlf prices 
amd fjaitaSl¢ prices 2% Yas “rare wis ccsi‘ered. Ssllevine that cur 
viswe ig Sis getter will be celofal oo vou fe formicg your om 
SrmTlusich:, we present Geer is fcllevs: 


3 






WM 2O8's cossic“erstion is te fact that the "ne ™anere 
Ts amery camstrection vas um ertazar Sarin wae prac of the war activity 
a tied ticle procacts tc the 0. 3. Gowermment exclusively. 


“se heve regoriec to every rezsorble eee Serer: 
7 the ange on tne part of PAY ant che A773 to get Sida x 








i yee Pa peices 


Wi, Practicsiiy stl ef the lant facilities used in the & 5. 
GoLr for predating = serine was ine Honea sil, auc fuel o43 were built 
Sense, prewar cunstrustion costs are reflected in f. 3. 
t>a at Ber har, 2 entire Diaee as Hes Teena = ° 
poz oe aaa 
fn the war perio” _can be fevers 
that it costes 4° acastd Sot we 
Sefore the Faz. 


WF, The facet 
bu iit ye tals CARTONS @ 
built at Gs Tsrura, 
costs WR al * aaa te 


“ane Poe: 3 as ili art 1g anc homaing. er oe 
exwa corks anent to xt, Least 4604 to 75€ of domes? 
peter oricee at 2as Tamers 

te oe calf. 


. dre sg 
+ er3gt ¢leeerts is 


ater Sts 


aré likceice Wicher at as "anura 
i aoa venture we woul: start up 
train asm go, Thus wm efficient operating 
orcanisatios a ney ee batt: we to compete with other sreae. Sst 
: Sas “smuts we heave te start the wtcle plant practically | 
: a prep Tre? tn maintain the aatiman practice! svtrut. ‘e have a 
beet. constiantis urged by PAJ sof S°F5 to obtain sarlies$ ane maxiuum oatpst 


puortuntt: they but haf to learn is ‘cn the Httle, 
, as Tera t. Renee, =e =e forest to provide precti- 


—iswent of Szeriee: opersiing labor met yse thie force for 
1 Welle local labor is gradsally seqairing neosss 




















will, #3: etiews , be & feir quice in jetging t the ;roper veletise 








che Tae na Tamare piriscs a" the : ce i, GELS prices, ‘ 7 
“OR mare considers? discussing post var cost? but have 4 EB 
weleced thet they Reve no Secrics wi the case. TS ts cfeoler to deal ae 
wits the facts as they are nos then to attempt te -vwalacts nest var 
corhtiomd, wess sael+ be specuiciive af best. 
"he trast this Wii be usefs) to you. | : 


(3f Fou. Tewiss,* 


i 


acer date of dagus: *, 19h5. 3. 3, TETRA, Mamacer of Sees af 
‘ae ar@rien Be rica, Mi “omary xrote the following I=t‘er to comender 
4: a. MOOERTLES pets ins fart. the Tantities af ofl products te be avallstle 
“wig the year i&:5 anc the crise ywted for thease products: 


Ontif win vt 





Sat Sommer ‘acEriile: 


ir accorcance wit’ sar recent Gecussgions, this letcer is 


Written to cower the taras acer Wich the Arabic igerican (il camipany o- ‘fere 2 
—" 





gee the te ai pamstities of oroiucts available far offshore 
AAs woe refinery weiter emstretion at Bas Toumre, Sewfl wetds, 


OT os ostimates thet the follenieg quantities will be 
uring the romsirder <f she your im5, <tich ts the 








gttmates. “i the present pone aes cstinate o 
sac @fitake 4 iL luted £ ae 
sort the Tosié visto, P. the 
"Theis stataren* oi isnn tim total 
- mt “liownce for degongse- Yecad 


balance pele aveilesle i son For offtake. 


The sneci fications for the abeve protects ore 2s SOL 20082 


brine Sen 


Pa 











Ue quote you the folloulne orices tw Aeltvery in bulk, 
sities rei, in carge lots, st evr le Taira terminals 





*Sisce you are not currently eorehes! aaicg cargos in the Persian Gal’, 
axcisiation o7 the shore ne te =ay bea fn <rcer. The normal marke: Psa 

tse Sereiac ait fc the game af t2st SF le &. wal’, Se wetersian< thst tm 
“Filish are pains (he sqaaweiewt or T. 3. GWlf prices fer cergccs wi chased 
ir, tie Sead a sak? at t's prem, tie. THe above are the %, 


x 
kd 
“2 
g me 


f. mii CWE “ices, 





<.a Be have Grveght ext in War CUTTEPtaiicidy tie Arabian Sxeri-a 
fy'e sw digrpecaind mages (Uaver ecnstruction af Bas Tamers, is tein: 





mot reanrfed to a tragr trary ene to beil+ the refinery at this tire 
ue ws rash its evepletion in otter t- 22k: orocects aumilable to the wilits 
ii Eapoerl ci this statesent, there is attache! a letter, “ated cciy 35, 
13 5, te por Aro the Company ts presicent, “rr. F. 1. Davita 





(Special) 7-O-15 1,200,000 thls, 1.05 


ia oe ee 


The tots? af cuis atdition te the cortzwact encurted te 
$2, £4:3.753-M. 


_= vanwary 23, 1965, em ovfering waa made to the fave for an 
aceitin-ns} asount of vil pro“ucts which offer was accepted on Yetruary 11, 
1964. Tis addition to the eontrect aded Xk5,000 thls. af Favy Dissel Fael 
O42 anc A00,000 bbls, 2° tery fuel O41 Special to the price quoted in the 
Sfiginai contract, slivaries for these products sere to be orice to 
“aren 31, 1545. This list edition sdded 91,419,600 to the enntracte 


The buying officer irdicated on this cantrect was D. &, MYETSCUTL. 


oC eertn y 
At 


®t 42 


















TOTAL OF Ccr TRACT $ 15, 745,800.00 


This cutract covered deliveries fro Sas Tanaica, Souci, Arabia 
“pos Jacmary 1, 194%, te dupe 3°, 1904. This — tae @ negotisted 
seiract, ts purst e officer bein: it. Gomam“ter J. J. VAIS. 


i apcia 23, 2ObS, an reer # was ad“cd to this contract f 


“ary Puel (42 Special Lew visco:...t7. “Mis crewcnert called for “2, 760,00" 


barrels of tis pro“ect for celivery fron Yay ist to dane 3, TRE at 

"1.1.7 par carrel, or a total 0” "2,059,200, <n this seme caendment the 
4gitveries of Tiesel faal Cil cere to Se reduced by 350,000 barrels and 
“Svs 7st 2 ae -3pecial frade my 2 * 70, OO harv*1is. 


a 2 


TS5E-12 


Taiz emtract was ertered irto on “arch 2, 156 betas the 
Sl ifernia texas 1] Tompeny, Lic. an’ the 2. 3. SAVY, ai? callise foo the 
Aelivery of the follewing anounts of of] ocrececte from Sabrwin fsiznd, 
Persien ul’ for the period gril 1, 19b4, te Necesber 31, 2966, 











Bawy Paeid cat 


(jpecisi) 7,100, ME, LS 














Bet beinr 
obtained fren uirements, jt is to 
he note? that ose pontract is for a > mont snnvey®.} iin. ATee VES, by the Naey 

cmercit Sing thenetlves for this prin’, this owmery his #iticate? » 29 O00" 
| tameve alat= ts 23.0% 90.06, Tncident te the ahbews clain 
amyl ic i'e present ax’ expected petroleum sapcly situation, it is the beltef 
of the buyin: officer that this committeent iz te the best interests of 
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Bisss ———! The price for th«ce pro“ucts fron this cortrectar 
: escrent marxet prices for that area, 








"The subject arar- is recomsencec 2: tee “nel Section, Tor 
Turch3se “racch, 







f/ef 7... QLITR, Ut. comer. So (2) USER 
Bureau of Sapplies and secounts 


Did 


Re NNrection of the Unief of Bureau 








see de of amy 3, Te, ' we i ee —¢ weit | 
Pt 2 of the Packs ’ ivision, T= , | 
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WFO 26-1906 
‘mability tc accept deliveries undar contract of Yareh 15, 1983. 
"ear Commanier Sowlers 























of Warsh 15, 193, and the Eavy's inability 
gush enntract. 


“hs stated at the ‘weenber 16th conference by our rerrecentatiwe, 
the total sammages vil eae OF Tne Jenreir Petroleum Company to é cate 





fos] Zetiasted Final cost of lant $ 28,558,0m 
Sake = reeruitins, training, transporting, 
net rbaf cing ant returning sorsonre) . £0,000 


cost af exesss catalyst, chexi-als ax 


Sm naterjais 750,000 

. 7O"L $ 29,908,000 
tases: Profit ani fect iities charges on 

sales 554,000 barrels at 3.0534 gal. 715.272 


Estimetec value of facilities to 
Ts Saarein Petroleum Sompery Iic., 
Sased on sresent octlock 


TOL DENCTIZS 








rr nt har 5s IT hic SMES eT 3 afY 
Sy PS TCS Pee CP RTT 





“However, at the time contract was mids ix the early part of 
1933, the war sas at ite height and the MEPS, PSY anc coubined Chiefs of 
Stare seivted thet the «i. bs Suit in order to hew an addi tianal 
supply of 100—sctene eviction gasoline availebhle in the Persian GalZ. The 
Mein Fetrclem <apmy es ered inte the eemtract under Gyreme fron a 
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values of facilities to The 
Was edgy $ 9 


Taxing into consideration the for:coinc, anc without preinice 
tc @ Glals for dameges for the larger amount above referred to, 
Sghrevir: Petroleum Toc~pery ‘| iin; tc omaider a revision of its 
estimeted Camaves «5s foligqwse: 
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Total estiactte? final cost of Mart 
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2 of action, cacao een aoe 
red to by you seid Se se follows: 


stiaation aochd he te same a3 if the case 
cortract az slreaty indlested shove mamely, $19,591,853. 


COPE ST 7 Fz 4 th 


+A Se 


4-2 wy. oe 


Sear ae ee aa 





Sovernacnt on sijeount gg: Dap ncr set ei AP q ) 
porting car. be purchased iar at present, say 02/28 per : : s 
& 2,192, KC carreia the | ment wel? purchase fron ae at 13.629 a 
| to 9/30/e7) would cost the Sovernment $3,793,037 


Case I $23,514.08 
SAvt ALLS 7) LIFT THE b,0° sp: 





Po . re > m 1%, Gears A we ee ke ee Var ie ee y TTT eee Ee TD ee me eee 
~ ed raeete ee a ieee ah 5 vot ” Yoae T 2 i diigiaeneer ye ‘ iow Br eee Secs 
ae Pea 








OTEs he to this course, it shoalc be pointed out thet the oontract bas 
already been breached and production scorbire 

Sey Fesumption of production te enatie rod Sena 
5 BPD wuld hese to be by. mere ecu 
“ Peteeloun C Corrany, aS cwenlt of the breach. 























“Many astecoticns hove to be mete in ercwering thts Guestion, 
saerefwe Te &ssast the relliewing in ca'cing our estizated cast to fovernaent : 


"{a} A fair settierent of The Sahrein Petroleum “emery 's sresent 


*(6) Fire cordtaert for future operst’ws s¢ rete 5,210 Wp. 


"(2) That after present siioles c° iftcctame aviation gassline 
is avté ap, toe present low price v7 9.54 will rise to 
somewhere near em:tract orice wf 15.506 per mlic, 

4\d; Ta. Tawy vill recuire the oatont of Cehll 8PD by (4) 

anh. ay Ang tee ai ad in3 eeimzry is 1988. 


4) Assume sturtcoen until ceo 1, 1Sh7 


"4 lair settle ert are 
sf sonths' procaction at 3,7L> FD startizg 


= 
emmmary 1, 29573 215, 900,00C 


Starter ar? shatcwr -acense 


(28/23/25 to V/i/a*} 
















feels that avila tion gadoline can be bonght ¢ cheaper 
. ~ a Jamacry 1918 to decesbher 31, 1950, 
t will be increased br the difference an’ should 


*lZonsisering the srecibie ailite” talee of the plant in the | 
face [ir case of wart in Stich ewent + aprice oa: aviation gasoline weld 
tw oNacy, it seers to <s Sase 7 should be given serious cou- 
ti-eraticc. 


77h anaer to your Sucsti sn: "Gnretter the eo pany would be 
ir-creste* on umcertacing te furnish the Tasy with Favy “Nesel ant “avy 
Special Sn.3 sil in Liew of arittion gasnline®; 


- 





"ike om Ws aaa, wishes te state thet At wilt be very interested in 
atti 38 ne ‘anager S reared to aes 


71% the cmferencs I tnink you agreed «ith us that the only 
jestion te oe Smsicered at this tine is the amount of damtger sustained 
by “anrein, and we are se-t aralou: te arrive st a settles: af the elein 
by exteuel agrvement. [t is our mesrsterndiag that you intend te ooasicer 
the problea further om the reeeict of trie letter anc that in the event 

sufficient intorzation hae ot Sean given to enable you to reach a com 
cluster, © farther cmaferenee wi? be iseld. 


Tours wiry troll, 
Jaf %. %o Meeren.® 




















corporis ar: pare ori nf 





$ a 
anreir retroleun tees 7 tA, > 
io barre: fai rae, Tae setter ini icases oe ix a8 2 ronda 








the | es dong 


"Sieve thet Siwe 4 further analrsis Ras beet mcg Se eses:% 
sincxa an’ raters rwesciremerts of — bine Fasoiine ora} : sian siee x 
eae fil, Tis review fi *icates toot a ibd Poicpaspins obiication unen + 









part oc tor military to eccspt the z “7 of protact indicated sbeve, 
tecctler with the a rt ory per oe is s-i ther aun 
lo dstivs nor in she interest of overall ec ern y, it; 
Tequecie? that Aho quainin: ewrracte be verminated nt the earliest 


"is you ccm, the Debretn ret (acty haa Sank chaeed sees 
Oeteber 1945 tecanse of the inebili Se ire 
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Jepartaent, will contract for certain negro 
end Weasel. Oil te be delivered | at Pabrekn ar’ aneieg J 
Februsry and ening 31 tec Sipepting te 
seopldes is now being scagidered by the pede of Setioy ind ketonts 
and you sit be acuised of its decision at the earliest posathie cate. 










erely yours, 
bas s, > Sa eee ie FEE 
Acting Secretary of Navy 






ce: Seeretary of tir 
Petrsiew: A4dmirictratio:. for “ar 
Op-i 22 
ASPR_? 


= im cxmmettion with this sare termination 2, %. 7OILER of the 
Foel “iwision, Zavy leg ealpeile atcrsesead tre San demseg nemoramdun cated 





heat 2° y Ls, a the ] Ge 3 Tavy. 

Fro; Poel Division 

To: Purchase Meridien (Sri-o} 

Sanject: OF “= iisition Jed ctd 27 Pebruary 1515; tali fornia 


Tex? Til Yo. (Swere=: 18d; 3 iscy cpecial Feel oil 
af “degel M2 2 ane 19: fiw Fl Tec 1¥4 


wat 


Ealsrances: {a> “etrein Peirsiew: 7o., [td., ltr to waSandA dtd 
2 WE 

(2) “eurein Petroleu: cc., It¢., ltr te SaSeada dtd 
x fan 1915 


\c} Sectay itr to Fl dtd 1 February 1915 
(d} Caltex ML %., It?., ltr to 2uGania dtd 29 Feb bS 






Sahtect a isla 
(3, Sogy of refe rapce {a} 
i} Orisine! of reference (b) 
{BD} Sapy of reference {c) 
{=} criginal of reference (dj 


“i, the “ahrein Potroleus Company, Lid., entered into 3 
contract with the TAY detad 15 tarch 191.3 moviding for the mateue! 
2 ottem avistion gasoline = at Yahrein Tales eine % 
= for or the oe of tts prota ang the covermaent it the eae 


















ca i ee Aap urea, oO a i ere oe ees ee REET ee ee SE eee 
Sree I ames, ag ne ae 





* p ant went on strean 18 ime =. ted tlosed dean 
the sitar 4 pi i 
decaase of the oa 






Txoring ; Heres ws in late 1988 * vebiess the military, 8¥¢ e 
ax“ the lorceny, Cegignes to “sterz\ne the most practical and economical 
action to be rd de the Company wee aske¢ whether slip Arpad ccegreal 
ne “ituy othe r Bilitery excclics (fros its Sahrein “acilities other ¢ 
het £wome nth incte f of aviation rassli ne am! Lf 6a, io estateeay Ags 
sie, - tin woald gee the damazes otherwise clained for breach and/or 
cancell der —s ONSET y a*wised ir the affirmative as indicated in 











| marketing wubsiciary the 
ere pe Sompany (Owerseas' - ‘lth, a ainieem of 1,900,000 barrels 
of Tm? Mesel an? b,000,0 h barrels of “avy Special Pel Of] st fire 
prices of “1.55 and 1.05' ra werptctively, “uring the perlod 1 Aewti 1214 
taros:2 31 ecamher TWA, Thts we: oP cogent tig confirmed by reference (dj. 
Tee 3 is provavly de availebhie ¢ucing tho perio? an additional 3,100,000 
barrels s r Kany Special Meer Ml for parchase by the Navy. It is 

ae er toy: COM srran-esents ax! policies ger tue sale of 
ey orocact other than aviation gascline to be mace thr 

marketinz swrsi-“lary. 


if 








“se Jpon the basis ef th- inforzation centsined in reference 
(8) a te werbal ccviee sabsitte¢ arc later confirmed ty reference {2} » 
a ae a ee ee cancellation of the 
contract. This was effectusted by reference {c) te skich 37 an’ One 
now agotc. & let-er i-entical to re erence {e), save for the lact 
parayam, ras addressed te iC by Sec™sr. 


tod papel tbo el figs oi ccm Pred, neers Saad 
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orerange condit 

P23 settler « ant of t ! % with 
a ic. car pe are witicated y banlane at. ta ection of ‘tide Sureav, 
g fs sawested tint execution of the resulting sugy 
a ae be pelle fm sherence peniing acrice frea We that the geeiine 
: ecntaset bis heen settied. 
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sting irwdct:. apon dsapate!: advice of actual 


“ertize : 
3 ~ “o, te coniriury is pies at nde tines, 
wed “hot tas point wil Ge pressed toe strongly by the Sormany. 





HE 





Tale ecmtirict was svardedt oc ive T,. 5. Farry te the jratian 





ee cd on Pee ate ss oe 2 é =. ai eA rf ; 
gerd. Cll “ompamy, Jan “ruwcise+, on “erviz, mm fume Ly 1oo", ans 

OO gale ae ae z a5 ae Be ets. TS pate gta as tL > Pe 7 va 4 
c2.lec for te ceiver + 1Posts Erllgs' ne atens 2eom daly 1, 19n*, to 


. =! ~ 27 s ) egal aa ° = if ee ee 
er! me os: 4 a FF y z< : “TRS rE ey + 9 és 











ot & dees 
ot -~_- we 
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ti Md BU gare = ACY 


Sen oe ener 
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le Tt ts rx queated that abject exntract be aotified 
as of 1 Coteber 1915 for Ho : 











"2. Deliveries of itex 3 of subject contract should de 
e.sifered eeerlete after lestice of the shove res-<215, 








+ Semery sug sts tne attition te 
i te aaek toe liens as {7} lowes 














is ts : 2, 31D, 060006 : 





a ica Til Company advise thet the total quantity 
of Iter 4 shall be arailchie £ for delivery in cargo lots during the aonths 
show an¢ apmreriest+« ceactities ia“Lemieds 
















¥Fe de te 3 


&- ds % colt, Fort Seats rer Riaine! tn tha Feowlen OT knee 






| Prices of tae Papert : contract sna lexe than 


ce PR owt ling orice is well sa te-ays market price in the dulf trea es 
<s:, welows 


Froposed Contract 
Frice ‘a 


- = = i - 
HES Sea 
6 Eee 2 RO a tee 


hohe 


ae! 
pe Sait pat eS 
:s Serene ne A 













WO £603 KG 


 « & Octoher 1h, pth the 7. Se Sisvy guarded as 
to the srabia. eptiRar peg en me “an Frace eerne's 
the celivary of 787 ,°°S ta 
cost of S6%9 BTS. Vet « 

Tatas, Sandi 














"lL. ‘uring (flicer: The subgect award is reece nied ay Sir. 


~. « = _ — a, ~~. Pe a Pisene = — Farem os == 
oe wee 24 cick aE Wwe 4 oe Wak at "4 20 es <2 a he i . om 2 hi tie e 


e General; The fsllocine: sered eampecies were ie to bid 
—_— =o ~ 2 eam garmin, ae is — 
<— ress ls. OF BPavic “ambon ‘rude -y eTiivalents DAA reo 


~ hoi page > aati a 
lor .taly, Ce@liverics dcrir: Sctoher 2:4 “svacher, “elivery sarin 22m best 
S£ie° @G tc Jl “eee: her in ortar to orovi-es for we? stivency act eine 


Spee eee, 3: : BR Sis * a ae ad i ee . oe “ ‘s 
Wot. mavallabillicy c° vessels i-r 14% ire cFior to Fowesber 7. 


- amr Ky Fg 


4sdatic Petrolem “orr. Sinclair ieMining Co. 


ar o- rm # * eo ca Pa euceais rw W- - - 
Writ risis of e@2:. -7 the guy oc ules cere DEPESIZISS KALaC eG if ar 
Pree — 


ee ee Oe Aes 


eiier’ to imeare thet “he winime camer cf suppliers eacl- & rer 
to Dir oe: tds staat. Me Bd TS ng cua — whit ob Dies 
+ ‘ea —o ee 


ms 











aoe 





PTE SEHE REESE OO ES ECES 8 is 


3 ea ei Se 
ste Bac ce ve cctcecncencase 






cits received in“fcetes that the trebien fe=rtcan 
he product requirsd st s ineer cost, beth as to 
2 aretact ac¢ Seeignt rate inecive’. A of emtract isc rec=mended 
to te wraotan -eerican O11 Cosmany. an 
*3. WaercY: This procurement is clasai “ied as *®SSH". 
RB 2 tT ATS 
“The subfect cward is recccoenced by the Pea] Seetion, Sommocity 
Purcvuse “Tranch. 
ior 
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: 08 B 
. vm aad et om peace, af eget 
3 jimg for delivery of + he crude oli to Italy = 
EG felie? aac Rehabilitation sdniristrattion on appropriat!on fros Secenher Le 
igs, te January a, Ite the perches! n= officers under this coutract vere oe 
i and J, ie exianhndos af the Fuel Section, Commodity Purchase “8 
Favy. Be Ge x of the turean of Supplies a 
anee of said contract. 











is 7 Justification attached to seid contract e 
witich Justilication wag slene? br B. Y, TE ROVTUS: - 








~~ a. 


2. “enevai, The followin: named a were imrited to bid 
on ie, ¥ Sele. 3 oF ieee ms ee 
for Tt aly, Ag ivepriog x aor 3a eomwes L97 "a! Very 
° 3%? Gm order ts crevice for ned 
wmirvaliariltty of wesgels for 4 fting orior +5 










Aracvian aeericai Cil cs. socony-Tacum@a Til “s, 
aiiztic Petroleum ATP. Sinclair Piss ime Soe 
20 iran i Samar Ti Tapert Corp. 







“Of Melals of each if the above companies were per swmally ost 
effcrt to ingare that ‘S tise asom of suppliers Seale pave fold 

ba: tals ween , arabian aperican OL1 Co. was the only 
tig were received. ‘“efer to previous clearance 712916, 
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“avy Mesel | Poel M1 - “Fire nvice of 
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Paty feta 
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Se ere 
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a sat intr ‘ 





le Calter Cil Products Oo. was originally stvised Liet Angust that 

Pavy petroiem requirements froe Pers’ oe ee cae 
year 1318 8 veale be is,400,000 bei. of navy Special Peel Gti, 7,200,000 
bbls of Have r Medel Fuel OL1, snc 2,560,900 bic. of moter zasoline. 
Sebsequent te this original estirete '€ bersee increasinsly apparent thet 
Tail requiresents free the U. 3. Gal? and/or Carrthean sources woald ret 
be cowered ané thet ocntineed irpertation of pelrcieur prodacts to this 
hexisohere fros the Persian cone woule De necessary, Consequently, 1+ 
M1 Procacts ce. was forther 2-rised i. Cctober th-+ ae Savy Wild be 


oe 


Gon: reas of caplucting neontiations on the bagis of a Boer estimated rege! resent 
from Se Ferien wif of 15,000,007 to 13 220,300 bb - of “avy Special 


Fuel i, 7, MC, 0% to 8,b00, 000 sols, of Yavy Mesel i Feel C11 and 3,504, 
OO} to 4,20, bbls, of Hotor wapoline. 


of Following the conference in your office on foveeber 25, 19h7, 

a represerstives of Caltex in ehich ssn ~e-ussted further cor sideration 
cae ng bias quantities of Buel offered an’ extending the contract 
pericg to w# year insteai ef six months, the ecaupeny has ennireed ite 
a o.fer. <diantities, price, and emtract s-r!oc " Pemain a . in 

a commend cation frow th: espa oF ber 


Contrast Perio’: 2 Jammary 1949 - 20 Saxe i9hB 









wey 










zon Su we te the | = | 
y “te sao of emt att 


the sae ters ane nem tore as ‘the qetrect giants thes sbore- 
Tased @ . of 


San ais wery carefaliy considered 
entering ints 8 contrac’ t7 supgly aacttionel 3 Guaatities, tat 








ae vearet ‘htt ae cannot agree tn aaiiad avai lable te the e -avy Fees | 
quantities im exeess af there shove wet ad this ti ian, 


ly eorsizered the qucstion af 
teres an? cictions of the cantract Fee ++ 


renee TR 


Seen? 34k axttnag of 15. me nig rexret we canmet offer for the 
pecond six months of 194° at this tine as re cannot see further 











WH hive -very reason to belfiews thet sonetine 
aring the first six gecoths af 1987 =e #fit be able ve offer 
ime “ayy = proposition far supslying Siaiier quantities: to 
those above-named for the ssoond six ronthe. . 


be The Stencerd O11 cc. af “ew Jersey and the Seess—Tacume til Co, 

rics are acqidring a@ forty per cmt in arest is the ms rangi the Sas 
Tauaes refinery Gave each been eon tact-¢ relatiwe to wtiting availiable t5 the 
Sew petrolew orc roPucts from that refinery vii <5 sik not de S¥cilabis 
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te ieliez for cites: saie to the Favy. either ce vos te soenit 
Desierto brab~pesed soso te watil Be Pree a i ope thes interest is ae 














met of for, £50 ” ary 5 AAR ine re ) 
Pus 3. 7,820,650 7, 200,000 2,070,000 tn 9,400,000 salltex £,000,000 
3tderd 1,300,000 





bd ae : - ¢ re. 
Fae? 3,293,547 a. of x OOD 34 "£8" f ee) +5 rt oe eS 5a Lek rae e teas) 


ae & ~~ 
ae vox -— * e+ > Ze 
» ar arte + alin Fy A Ce rene. = 


4& & antiveis af tue cove swear ouoe rs wnat cp teak of the offerings 

Sa “9 Satan ayers FE men ee ee = - oe 

ii PEERS (Sark, onciss ee "y aie probable) is reasonatly ous 

Cleee to ta total quartity thet will te chtalned feo Selter dertcs 3347 - 

ceria Oe nt geet = = oe ree F we 7 
. QS oe eee vavy #357522"%4 os requgrecects for idee, 
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ph 7 ead 7 3 ree " Ch5c5 a ae tv 334 oe : _ ‘ 


eat 


S Tana wih sear 
3 BZ. 


at the ° 


ee 


Citak oa ee that area, 


anele jranian o’ier ef 2.95 oer 
état -Teererag he 


a ee a ee te 


ven tract with + ee 


ee oe 














Soatheastarn il Go. Inc. Standard CL “port Corp. 
Shell O11 Company, Ine. § dsixtic Putrolews corp. 
herent totes oo Socony-Wacumm Gil %, Inc. 











| oe Prices The arabian seewican Oi hee originally gig 3 
eR af Ww? Rowe Wee? 


ae = = r-* ila ay Sie = 


acprowed was obtained from : 





it is ite recemem“ation af the fuel Sectim, Comoeoity f 
Pyrches? Trench that te curtraet be awarded to the Arabian Seerican 4 


B41 Go. for the tisniity aforice ‘nticated abows. a 





: ot faf i, 18, Be Oe, (S0)as. 
_ Bares of agar ant 





= as ¥ ie 
19st the Vary wes = | 
Saplenter 2 is 8 parchesing + “g 


Ml tepary ee , 
he - roe oe Be ise 5 acne: ees 





‘ey ra 2353 a . te 45, 3 a bs shorcaghly tnterviemd | as to | 
Sn aigPictic. the esiract a she gong amet ar: Mi Commany srt aso. 
hic part in Gegotiating for :urelase af of] from the Cali fernia Tews 2s, 


Particilar attention shenls be ont eG: ay stateannts mre by the ofl 
ercany olticialea ir thts ns gthabien +o tie sfTect thet the rervalty sould 
be 124 per berrel an the cfroewstances Sar rouncing suct: staLenents. 

| *m the intereior with 5 c. 50" Ss! SOFAS at lent ion is called 
tie Giusti ficeticsa attached to opnt rect WQ9FS fc which it ts eet foxta 
thisi yao royalty wae inersaced trom 21¢€ te Lede 


, lif., 





ett 


ny 











‘eontrest A any sub: “conttacts: a ai sa intepyiow he 3 Fegerding 
the arin =f hegtistions f= etch he nigt har tarts art estan 
Saiifornia Texas C11 ceeuny for of] for the ! Saw, Zi aleo eacerteain the 
pagers Pyne atthority in the Fay for negotiating for ofl, beth 2s 
fixing prices and authority te ourchase. 










In the interyi>s with a, A. “WactBTLLZ wil) ascertain ates tional 
identifying dete regardirg ir. 7&7, "ir. MEYICKER, and tr. RIUPHaR :. 
referred ts ty him in his testimony hefore the gJenate Committee. 3 























THE saF PRal1S00 DTVISTee 


Ai SAF PRACISK, oat POZE Th - Siw: obtain from CARL 2, SRRKHIUS, 
comptrclier, arabian A-erican Cll Company, “07 Tush Street, comilete details : 
ae ic the cost cf production of afl srocucte solé to the ° “avy wader the ee 
oe set forth in iris resort. This should be tbroxen down ints detail : 

in order thet a comearative coxt schehile might be eet up. “Till alse ; 
ascertain from TEEESUS the detatis af rere eget isiian ai any contracts held 
zevseen the Arabisr imerican Cil Company and the Ue ie Bavy. 


Vaasa vAYE®, excloyed by the %ar<ard “A 
CORT ATTY BLES s suree* wae aster.2in from Ris any 3 
# seussicn he Pee % have ag? with lormaser | aekITLe or =e other "avy ‘ 





oitacial Tégatding arasien (11 orices ortor a he concwmtion of tre ort ginal 
comtract with the aracian Arertsen 41 tocar wi Luly 3 5 bP Se 
26, WASUINS.O8 FOS TS VISvcr 

A> aa5°ISTY", 3. 2. - Vill obtain tie syebol number and name 


of disterrstz2 sificer on "the 15 . . iiFects an! theresfter endeavor to tesertein 
cartifiec nhotestatics copies of said cactracts fron the General Accounting 
i ?* oor. 


# Eli, from the Sete Separtasnt, endeavor to ascertain if there 
is avzilable « eony of the Red Line igreenant af 1920 entracted by share - 
toiders of the Iraq Petroleam ‘ouary, togsther “ith any supplement thereto. 


= Si the aeconstroction Finence Corporation will ascertain the 
sxtare asc evtant of the rri reaegetiztion by the Price vijustuant Beard ant the 
Se ete te ee rabies Seadces Ai Spey for anls of vt 
prodecte tn 195, 
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“SC SNGCHATZ reluctant to discuss his participa- 
tion belative to negotiating Savy contracts without 
having available Zavy flies to refresi nis recollec- 
tion, Es cay. cana’ teatified before Brewster Conm- 
mittee and would prefer that reliance be cliaced on 
his testisesr <t that time, SODENSCEATZ stated he 
Se ee ee ee for crude 
inf orua tion relative ts 
céitart Bu oll Domparg's 3 noe ecilatives on that 

} scte- Ge wopld sake mo comments on contracts he 


mepot ieted ae ee ee Ceci tornmia~Texas Cii Comper, 
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SHLD 3. RODERSCAATZ, 469 Fairview averme, Arcetia, California, 

wos interviewad on Pebruary 3, “i9uh, in the offiees of the COIRRAL Pat ; 

Anos, Boom 719s 355 South Broadway, Lee Lngeles, California, bece bo 

| United States Nery in April, ih3, ant was placed on inactive dsty y in Jam- 
ay, 1986, Bering that time he was sagagel as Puel Segotiation . 

“ pegexting the United States Savy in the negotiation af contracts for + age 
eoase cf funl to msot nee requirements. Wer. interviersd, he atrisa,aal 
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assired to cooperate in this investization in every way; however, he did not 
ae ic ae Ga ee ee mr Sovember, 
» © Was thoroughly interrogated before the Brewster Comittee concerning 
his participation in the negotiation of certain Navy cortracte. He stated he 
would much prefer to have the Depataent rely on his testimony before the Com 
aa5te8 sinee at the tise he testified he had the Neer records before hin te 
refresh his recollection. Mr. KODENSCHATZ advised that he had nc objections 
to being asked specific questions concerning spscific contracts cut ne did not 
want to be place: in a position c’ saking s statement at this date mhich would 
in amy way comfiict with nis testisony pefore ths Comittes, 





Mr. BUDSNSCHATZ was asced specifically to relate thse part ne clayed 
in the nagotiation of Navy Contract W5axLL-10985 witn the ARABIAN ALERICAN CTL 
CAPANY dated duly 9, 1545, in the weount of 850,900 barrels of cruje cil, In 
ae a Staved ie dic not negotiate this contract wits any repres=- 
satative of the cil cosmany cut ths: guch negotiation was coriucted oy his 
sneer officer, Camarer As A. HAT TRILIA. SCDSESCU 177 had oreriously adi- 
vised agent, as set forth or naze 2 of the report of the writer ietei june 25, 
13,7, in the case entitled, TN cats As ARAPIAN CiL COMPANY; CALTPIS LA ARAD IAN 
STANDARD OL [C.3 FRAUD 4520597 Tai KVERMGON (Wass, Meld Pile uteliin}, 
what he was persota.-y acquaintec wit: EH, O, DRHAM, Manager of Seles, 12537%, 
with whom he negotiated Newr Sortes-+ BSsxtz 1O5ES~. it was oot umtiL be was 
shown the Havy Ailes when riving testimony before the Coumittes taat -a raal- 


ized that he did not negctiate tris contract but that the same was -egctisted 
coy MAC XETRA, se acvisen «22% — this contract = negotiated & uy Gal EXILLS 
2208 latter reqveste: hia to draw oc a memorandm of t2tication for tne con= 


sract and at the same time “urnishe: Sit with information Wich sO sisaY 
noTperated in tae justification, clearance Bamber 12i,12, Paragraph itt}, as 
set Zorth on Pare a of reference: report dated Jamary 7, 19b5. Se. EQGNSTULTZ 
oe SGGS Sind’ Le ninsef patiicinated in no ees ae . ary of tre 

_. company's represenictiras reg ariiig ie te wis iz nfornation mist 
nave bear sucpiied to hin oersonaliy cy WAC SRT sop eescaies stated 
that since he hai wever comerrec rth the aii comeny's reprasentativas on this 
contract, the intormation 23 set torus in Paragraph 3(5} concerning the repres- 
exvatives of the cil company's statement tnat the current royalty to the King 
of Arabia was then totaline $..2 per barrel as compared to the former §.21 ver 
yarrel must hsewe come from EL ie HS Stated that me personally was not 
ecqusinted with she amount af roy2.cies being paid to the Ying of irabia and 
ne personally xever at any tise iiscussed such a subject with the cil companyts 
represamatives cn this stegp een me pointe? cat that the asmaranim of wusti- 
Zication was writter 2iter ine contract was awarded. He stated that such a step 
was sot umasual, ccs’ aa adel aamawrariia were! nauiiara foe digs hele tha cok 
Faces Were SWardec ati somciines afterwards; it deversied upon the <vemry of the 
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somtr]ect. Se. KEGERGie stated teat in drawing wo the nomoraxtoe of feetiMiestion 
oe. Savy Contract Sexii-10%5, the data beginning with the sentence, *A review 
af P.A.8.'s files om the SAnkAIN PEMA, 








LA h&1552 
tiring with the completion of the memoranium was cctained br him 


i. ECDENSCHATZ was asked if at the time of the writing of the men- 


orandum of justification he raised a question coneernming the price of $1.05 per 
barsel, He replied that he did not recall, 


Then previously interviewed en tune Zi, 1947, a3 set forth in the 
OF ete aces ee eee ee ee ee ee 
of opinion x 


wae a sb ace cf dispute between Jovermmer® ent BA:RGIN over a poriot of several 
months, 


seiiiink Wk unitheahine man urlahen tosh arate oH ann eign offered to 
the Kavr at §.40 per barrel. 


Relative tc the contracts which BODZRSCEAIZ negotisted for tue ary 
with the CALIPORSA-TSIAS CTL COMPARE as set forth in Page Sl of refereneel re- 


ew & . ae 3 we +t 
rescon, oe stated tha: he would prefer not to make aty statement concerning 
the megotisticn of taore o 


CaiTé, Re appetred to 
be elsctam torthacan te part be played doa egress fer Bory contracts 
@en he was first contacted om February 2 


CFERRED UPON COMPLETION SOME CETICS GF cRIGIE 
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PRATD CLAIM lane sr. Mer 
- 
# 
if 
Rerep JONK B. SOCK, Washington, D.c., dated 1/7/48. v 
In the sbeense of BARL UN. 3LZREETTS, Se > Aer Agents of this office 
contacted 3. A KELLZXBERG, Aseistart Comptrol ‘Avecian American (1 compen 
Sem Frensice California on February 11, 1948 eenceruing t aye : 
quested in referenced repert. wr. VELIEWSERS called ic #. yi ; ; 
~oumsel, to assist in the idiscussios. azgerts were advised that cha’ adten 
Tisar “il Compan; desired to souperate with the Sevrermeet is this intuiry; 
however, Wr. BATES indieated that the egmpany desired to withhold all informatica 
soneerning teeir costes until such time as they had received a letter fram the 
htterney seneral setting ferth the following informtias: 
(i) The basis for the Goverment's request for cost informtion Sram 
the files. i 
‘2) The material aesired. If this regard be desired that the letter ec 
specifically state the “y>e co? invormetion desired anc she sztent 
of it. ad 
en 
(3) The sersscse the inmqwiry. Te desires tc cnow whether chis is « 


& 
Sivii or Crimingi setter enc the statute which nas sileged.y been 


it was pointed out to Arents was the Arebias american (11 Company has 
areas; furnished censiderabie scst date to ror tee ee Comittee anc it was 
wr. ares? opizion that this was a request for eens ermation ir a 
differest form. In this regerd . BATES stated that he hed seen « copy of the 
letter wich Stnates BAEMSTER wrote to Attornes Geuerel TOM CIARE concermiane ths 


¥avy comtracts withtdrabia:s imericer and nis reacties 4% tme letter was thas it 
oni dP ay wabnyamneae saa Se a 
ecntained neo Ons of amy Yiesations em the part cf ths sompany. 


Concerning  renegotiatica, Mr. SSLLEEBERS advised that Arebian ineri cax 
had beth reracstiated sz numercas cortracts with the Hery sani these receris ss 
svailebig @t the effice of dr. YW. J. TEOPFRCY, Prive £4Suctaent Soard, RPC, 811 aes: 
Jornemt. SPoaus, UW., Washiacte:, 3.2. It was kis observation that ths ixfors- 


enya Papel t- haga igs ta it aaa al caw tne 
end dhecic be awl Mible 2+ the abere e4tcress. 
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Ltr. to Direster, ?31 Re: U.SMAVY CONTRACTS FOR 2/13/48 
PURCHASE OF SAUDI ARABIAN 
PETROLEUM PRODUCTS. 
WAR PRAUD CLAIM CIVIL SUIT. 






| “ » KELLEX2EP 3 further advised that no cost data cn sales by the 

| Peetitornia texas 0 Cll Company was availstle ‘n SanFrancisoo. %s seid this 

ne yr information could be ebteined from ries SC. Te STACEY, Califernia Texas Corper- 
ation, Chrysler 2ailding, New York City. <n thie rererd it is reaested thet 

the Kew York Office cover that portien of tne lead set out for San Prancisco 

in referenced -eport that deals with ascertaining producticn eosts am cil 

products solid te the Fevy by California Texas Corporation. 


The Surea: is swynested to advise whether the letter requested car. 


be furnished by the Depertmext. All ‘nwestigation is being neld in abeyance 
by this offiee pencing ressint ef the above mentioned letter. 


rr set: =e ca a-—- 
ASS MATLeSPecD TELIT=S" 


72: KES Or 


TC: WASHINGTCR FIZID ‘asc! 








FEDERAL BUREAU OF INVESTIGATION 


SYNOPSIS OF FACTS: Ac ai Sergent—2it ter-Hilbenks Ci Oe, El ¥ Ei Paso, 7 GZRS, 
advises he was Captain in Charge, Puel vedere Sureau of 
Supplies” and Accouts, Us. Havy en arts ant » faetington, B,C,. 
at time cout rect SSL-1L-10985 negotiated and at which time 

@ MACKRILLE was attached B states MICKRILLE approach 
Burean of Supplies and Accounts, KUTTER states MACKRILLZ approsch-| 
ed him regarding cost of oii and instant contract aad RUTTER 
told him that tne Savy nesded ofl badly and to ret the ofl as 
cheaply as possible but to gat it, RUTTER did not think price 
ef $1.05 high for o11 st that they Ee advises there was no 
pressure on hia to make instant contract. 
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estat 
le os of: $i. oGEk a. CODE. Bashineton Feela 7/28 


Bi Pago, Tex 





Mir, A. 4 ures, partner in the Sergent-dutterHilbanks 011 
Vaspeny, was interviewed at his office in the El Faso Eational 
Bank Building om January 31, 1948, Ye, RUTTER advised that ne 

‘ had recentiy been contacted on the telephone by a person who 
identified bineelf as ar attorney for the Breuster Comnittes 
in Haghingten. Mr. RUTTER stated that he gave this person in- 
forustion concerning what be remembered about the negotistions 
for Kavy contract for oii no, WSSI-LL-10985. 














 bb—231 


ar, HUPTER stated that during the period of negotiation for this contract, 
ie was a Captain in the U.S, Havy, and in charge of the Fuel Division of 

the Eavy Bureau of Supcilies and Accounts, and that Commander A. A. MACKRILIZ 
was attached to the Purchase Division of the Bureses cf Supplies and Accounts 
and was assigned certain duties by RUTTE in the Fuel Division, 


BUTTER stated that at this time the Navy was attempting to build up a stock 
pile of ten million barrels of cil to be stored om the Pacific coast for 
operations in the Pacifie, He stated that accordingly, the Navy wes in dire 
meec of of) and was tying ofl] at every place available, 

aJTlge advised that. there were many contracts negotisted by his division ewerr 
Gay of the ween for many weeks, and thst the contract in question, which is s 
navy contract with the drabian-—American Gii Company, which is number E5SIL-LL- 
10985, dated July 9, 1945, 1s oniy one, and not even a majcr contract of many 
thai were being made constantly by this division, RUTTER advised thet the 
way reason he remembers this particular contract 4s thet Commander 4. 4, MACKRILLE 
nad approacied him askirg adviee concerning this contract. ACKRILLE cold 
him that he would be able to maxe the contrect on a basis of $1.05 per barrel 
for sil, HACKRIELZ, thinking this price was rather high, asked RUTTER for his 
advice, RUTTER stated to the rerort ing agent that he rementers telling 
GacEoliLé that the Mavy seeded the oi] very badly in order to fill the stock 
piles and that he told MACERILLE to get the of] as cnearly 33 ocssiblie, but 

in ai. events to make the contract for tre sil, 


PUTTS volumteersd the infommstion that ne beliewed then en- believes row that 
the price of $1.05 ser barrel for of1 ir the near Sast or in the U3, 43 end 
w {mri 


Sf T.2ar, he stated tnst he thinee this price was entirely fair, in view of 
Conm*. ant ly rising crices tegimning in 1941 up until the time that tre of] 
CUmmTaiies, at the instigation of LE. “ehoonSGh, Administrator of OPA, pegred 

) iiprices, UTTEc advises that tne 2,3, o11 companies had had oil 
pegged zt $1.25 by the OPa, when in reality thet same cil hed been previously 
selling for $1.50, a barrel, This ofl, stated RUTTER, was 40 gravity. Ee 
stated that he jast gawe tris as an example why he believed the orice of $1.05 
for the cil in instamt contract was fair, regardiess of its quality, 


ststemert, through statistics, cut tust ce belleved the curchase 2f ti 
in instamt contract at the price of $1.05 per serrel in the Kemp Zest was ic 
reality cheaper than o11 which could be purchased ot « lesser price in the 
Vee, Ceterse of the difficulty involved ir tis transportation of the cil free 
ce U8, +o some aliitary areas. He stated that in cther words, while ofl ir 
“3, was chesper, of] purchased in tne Hegr ast could be either ueed in 
wie ‘eer Seet or transported by some shorter method to ¢ zone of operations st 
» fer divertor rete than it could be transported fron the 0,3, to that sore of 


teeta Late y 


mUiias informed the interwiewer thst ne nad «ot aciually substanti 
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Mir, RUTTER emphasized azain that this contract was just ane of many going 
through this division Gey by day, and thet there had been absolutely no 
precsure from anyone to force this contract through, cortract number 15SK~ 
LL-1096, 
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FROM s L, Ro Pemington ./” 


SUBJECT: “ARARTAN AM RICAN ClL COMPANY 





SCALIFORNIA AXA2IAX STANDARD O1L COMPAHY Zs ra gee, 
FRAUD AGAINST TH: OVcaBEN? . Ui Fr eee 
he ee 


PURPOGE : 


The purpose of this memorandum is to advise investigation in this matter 
ras been completed anc to summarise the resuite therecf. 
can TA) UBL 2 

The » by memorcodum dated March 11, 1947, requested a complete 
am thorough investigation of the complaint received by the Departaent slieging 
possible fraudulem activities on the rert of unknown Mavy personnel ir connec- 
tien with the awarding of a Mevy contract in 1945 for purchase of sil from the 
Arebian American Oi] Company, formerly knows as the California Arabian Standard 
Gil Company. it was siiszed subject company offered to sell gasoline, diesel o/}, 
xi fuel oil to the °c. S. Government in 1941 at a stipulated pricsa but such offer 
was not acospted. In .%45 ths lavy sntered into « contract for the purchase sof 
oii “rom subject company at prices apcroximately 100% higher than prices offered 
in i941. Porther ai ‘ior waz to the effect certain high officers of the Navy 
aay ‘Are spomored the contract st the higher prices in an irregular manner. 





ieee OF INYST GAT CA: 


investigation reveals: ths Imvy declined to omrchtss tae sii offered in 
1941 Secause of the foliowin: ressous: hign sulfur content in cil; over-preduc~ 
tice of oii in United States ct the times the Mediterranean was closed to Meeri- 
can siipping which woule result ‘n heavy; traffic costs ami incompatibility of 








the sil. Justification for -urchise of toe ofl from sibject compar in 1945 was -< 
26 fciiows: sulfar content was <ecressed; change of world conmfitions creating . 






great ceuand for oil being used in Sestern Pacifie arse; suitecie for general 

naval ise and great deman! for afi made it unmeceesary to mix ofl fran subject 

compary with oi] obtains fran other sources. It was further revealed ail pro- i 

cured for use far maval farces west of Pearl Harbor, if obteined at oarest and oa 

lowest priced American source, #cuic cost approximetely (42% more than prices 26 

paid subject copay. o : “ig 
imerviews with savy persommel 2m? personmel of subiact 

sicle for negotiating the comtract ‘= jusstion, failed to cis 
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activity. ‘— - — 2 
wicoet “RYRLOPMES: i, 133 oc - AD 
3+ 
pen cemelasicn of the imvsstigation, vy aflibrantal’ Gel Angust 7, 1947, 






the =atcer was referred te the lepartasnt with the requset for ajvice as te 
wasther further iaguiry was desired. 
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Salt oe A 3 ae: 
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st aTAR {MBEIONS OIL COPuN 
SlirULnLA ARABUUH STANDSED OIL COMP ARY 


CEL i MEETHEIES - esployed by Stantert Oi Coapeny 

of Celfforain, aa duiy 5, 1934, c2 seagiases aad 

technician ia Vaiisormni-. sil frieid: ws traosferred 

to Seles Derrctaent 1 tne Cilcagc and tix Ysrk orrices 

in 27356; vos subsequectly transferred t> tne Encissertae 

peiartaent % JELLO in Octover, 1543, «scisting ie tie 

Gevelopment x tne Ecc Trore sefinery, Saudi, Lpsting 

fs vse lsiss ade 2 BR LASE OS mepsesetir itive of tue JLAMCO 
am along wita a NEY Je USA i, soles srneser oudierey dae 


azvoy Oy WS ahd, 
Comtreces Sit. 26 atvy Uspartaent ior tae ele sf emcee ’ o* 
ohig Digger. rac fel sii, ERT i 
can igea were Cict ted by tne offic 
. i 


bm ae te 


wes SECC LALM 8 Mach na tue ure 
4¥2&3 upon tas S.ai suotrtionas set ag in tas Gulr District, 
hye’ ¢ trrt tne -ctuci costs of orotuction wers never con 
sige se in srrivis_, -% save avi Se AAcTHELISS intiected 
Tegrure “o@ cftuyat ts ves 2a mvy contrnct negotiators 
Bplay aflliwas Grog nigas sinced How 
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fire 
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“SM tant dost ct tre See 
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-¥ 3, L9L7, at a 








lL BISTORY OF BRATION GS Swe Sate , RBI a SHSVSESHCTESROESSSOECHESCE 4 


Il. BeCOROGED am: ESPeeTMcs OF Cul Of. BoTHELSS occcccvnccccceccvesssoe 7 


It. CRE Dini. Os seott RRsat ati es $O00086000 6 0007s 06086 sho e= bbe seocecesocell. 


WW. ZBSs itt COMTRWCT BS0TS.. CSSSSSOKSCHCERESCOOSSSSTSEOCC HESS. ieeseseeede 


Vo SPRCTPICATICNS 2bD CRP aTaBalT! oF OTL cccccsccccccccocesccccccccvescete 


mPLOR AY Go BAY cD COV=SM EWPAL A5G0TL. 1038 


aitmadde COCOCOKO4 6 = o56 660 b 5006 5s: 65s 64066006 665 066416 b ecb Ooheee cede 


VI. CONTA? Ets) SeasS me MOPPENT COPD eeeescccrccanscecneeesevasoovasseseeld 


a. ; 
rons ae 


we 


~ 


areas ee 




























Cai. do BARTHEIMES:, 3713 4Sta ivome Sortn, who cen be 

C5 GbR ttAG through Box 1375 enmp city, furnished all the {atsrmeti.; scoctrined 
in tats sosort Felabive to nis knaricize of the establiansest of the A’ BIAN 
BEPIO“N OIL COMP Eorinary in Seudi, Arabic. Dereert chore stctod, the in- 


tomeaction fazsnished by BAPTHELMES® ure obtained by aie from rusor sod eon 
~orestica with other officiais of the Camera st tha 0. 3. Gowornacnt. So ane 


Liam 22 state thet tho Lororacticn curaiened by bie ws froa tiie somes cad 
oi mat instances solid act be substiutictod taraugn aay rocuts in the devy 
jpeTiacat, oz in the files of tho Steatwe Oil Compeny or its subsicinries, 


1, BiSKeEY @ Bei & i SDR ‘0 





BARTMELMES st-toc tint ne ure act comncctad with the ‘B4BCO 
in an cf£Yiewcl enpnoity wet) somotias in 1945, Houever, froa - rovice -f his 
socoms er? ims converactions 7s provicusiy acted, this pisrt set wo rotisory 
in Sewi, aptbia, walen u-s witcrtcken scnsthine curing 1533, or cvon pcrhepe 
SOVSTL FuaTs provious, i that time 21) conccssions wore pureheasd fram tae 
arabias Srrummemnt *an lo-scs wore wactcine! on chi property in trt erictry, ice 
clio: it tim cesigaitos cs tac Datart rlciudis, Gatif Floic, -oi tac Abgeiq ricid, 

< St-tac tint at tee Lime of tac srigian: concessions tact ray-itics wid be 
ee tao Eiag on tne besie 31 cpproxim taly teonty tus conts por bterrel tx 
onen berme: pumped, «mii tant tais roycity weg -t tant timo prodicctec upon 2 
giick tesis, wnich if proscatly peid, waiic be cz snhiy gore tanga tho teeaty 
tas conts srigiarlly cgrece wo, 


The Snesimont Represcatctivwe ior Seid, afabia, sare 
successiui in sbtaining = ton alliica Goli-r isan trom tae Eport, Leport Sank 





Bes 
ig! 2d fie es 


at tne Gaited Strtos, tac tasis of payment of wnich ican was to bo guapnctoad & 


Tram ths a@oasts roccivod frat 2: soyritios, Ia offoct, this acaet tht tm = 
royeiiies ware to be roceisct iraz tis Stantera Gii Company of Celifornia anc Be 
eat ety on eiggtica Sick mass of tho ebequatiy is 


2 eAren metab 
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£ tne refinery in Suail,'irabiag As ec result of this pressure and the tarect 
Sui Wee Meuacnbeh ok Meth, tenia Gd ack be #hLe te aoct its p-yaonts 
af its iona from tho Export, Ieport Bank, onteaglod the U, 8. Gyvornmont into 
7 Boao of obligntions which oro or less farecd thos to entcr ints angotintions 
_utth tao ABGIOD. oecurdios to lr, By aS stice sci tao 
Cavormment purchasing the 211 o7 > Soul, ‘Leobia, boing in default on thoir loan, 
x tho O11 Company, who was in tuc akddlo, wes using this tnroct to causo tho 
Governmcat to bocomo enmeshed in the sagotintions, 





' Pert of this time « British 011 Cor omy was formmodc on the me 
Behreia Poniasula, whicn Compray bed mamerms ieericnn stock naldors, The a 
Bahrein Compeny, whicn =as incorporated is Ecsanu, enteret ints negutirtionas 
wiia the Petroleum idainisirntion for ar, hercinaftor cesigmtod PSJ, for the 
sails cf a inrge qunntity of high octeme misclinc, Upon satmiesion of justi. 
ficetisa for ine nign pricc chargod by tho Sinroin Potrolown Campeny, ino Do- 
fenso Supplies Corporrtion refused to nccopt tus shipmoat of high octane ens 
a aagobirtions werc toorc-ftor arde .itn the P1!, which l-ter ok'd the con 
tract smi tae high rrtcs contnuinod tnacris, 





‘Mz. BEPTHELMES strted te-£ couric tac tise origions 
mgoutiations wers woecert-koa for tno orectins xf tne pnysical picet et Ras Peeure he 
une neering tic cmginocring cctolis for toc (BHO rad tact tacy mec coasivertic 
aiffieuity stciniag prisritics for tac sbt=iaing al critice, a@tcrial -nad 
sag ong Bo indicted ta-t no u-s in ccastent conforcace sita otfici-is of 

tno J PB, FEL, sac 9 er “> jgonclos 3casis, shica were instante i in ta 

cuarcegien of critie:] mtcrici ts tno aecess 7 projects, Se indiccted all of 
rage pane Poyicrmtapr Roig he gps ah ine ar wang to pet 
tne oagiaocors roprcscating tac : cbove Moationot Governments] “oncics for the 
orection of 2 50,000 berral scr any refinaory, Ge st-ted tact =i1 tao contracts 
ecre arranged eon tot subsoyuentiy tac refinery wes built cs egreed, but tert 
snortly xfter tho rofincry -oat ijato cperctica it w-2 "“sudeniy" acted tact tae 
rofiacey isi a capecity 2 90 tc 100,000 burzel pratuction per cay. RLETHELES © 
statoa bails uns apprroatiy fror + sitgm crrsr of niscnicuiztica on tao part of 
to Company ongiccors ani tao Govcrmmatrl afficizis respoasibic, ia tas 

33 Bes ct co ices to unterstand nw ach « Zig-niculiction could new 

posed under aty type of ecrutigg, aa appecred to be an intentional ow-aion of 
tho bullding pommit givon by the JPB ead tho FEL. He ijadie-tod tact tais wes of 
* serous arturc inasmoct -s « © baiiciag af 2 100,000 berrcl refinery required 
cuabierehie mure critice) storiai, waien mtoricl sald are bee, cavte! te 
sure cepombiol wee in ¢zc war offert, It wis sis ict tat there were som : 
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In conmoction with tac crocstion <f tno refincry, Aceiral 
ise Fe CARTER wee tho Beccitive Oificor of tao Lragulevy Potroloum Board, 
+ rclortter Zcsigastod cs ABB, and it wes thecugh dimiral CLPMP tert tec pions 
for tee orostion of tities refincry wors caiiortelma ent -pproedc. Tt was in- 
“aerie’ tant i, €.°S. SE0DGE'SS wes thon Dirocter af the Foroign tcfincry 
Tivinica of tho FAL, aad thnt fir. 272s Tasty DUCE wos Likowies cep)cyod ia an 
ateitive capacity for the PE, Ho stated thet after the agprowl df tno 





otustion of the rctiecry ene untortakon by CLETHE acai (AUB, too latter imbedintely 


r sighed from the Gevernmnat nad secoptod o nigh positica with tho / P00, 

Fe i783 cortein tert DRCE wes well sequmiatod with tho deteiis in tno con 

Sas” Chios of this retincry as ece cciral A. F. C»ERER, ond tact it me af 

au % gross nogliges=s on thei: p-rts to pormit tno orcction of - K tc 100,000 
oTrel mfisesy umer = aubnorientiog for 2 50,000 tarrcai por dry rafioory. 


eaGition, itr, RETHEMZE estctcad that although =< use 
act in tus Jcesmunting Dorertaont of tae LEJm0O st the tiee, ho uns sero of tno 
fect tnet tao Bare= of Internal Eovenme mod + scctisn withia tho WFB waich 
(onlt with the lesanes of cortifiectes at nocossity. He stated tnet taceo 
cortificates of aocesaity sore grantoc {or ucr plank ecastricticon ant gage 
to tac builccrs amoritisetion privilcess, whicn wore of © aetorial assistancs 
Tua a temtion point of viow, He did aot know whetner the boeis of tue 
asoritisntion wis on tas totel ecpital ievcstment cr wpetnsr it ans oraiicated 
upon tae oet income, OL he infi-nted tet tne amoritisntion evs granted for 
2 pexrisxt of approxiactaly ton yorrs, ani sce 7 fevorcblo privileges for tre come 
trnctors. 


r% 


a8 & Condition preceiunss tc tne wtclialag of - ortificate 
of aocessity, Mr. BIRTH MES.. sictad it sce ncecssrry tt tas engincer 27 
ee a ee 






















Se. C'RL 1. RETHELAES stetod at the tied of intorvio ino 
ang thirty olen yoers 3 ago, morricé ant ai tives children, Ho inflicste 3 
ac attomod tno University of <inbamn, recoiving + DS Degree in 193) in ues a 
Sogioceriag enG subecquently camplotod eraiucts work in this ennc subioct «+ 4 
tho University of California, %o stetod tret ms use asiczai by tho Sentard - 4 
Oi) Company of Califcrain, on Juiy 5, 1934, in the Snturai Gasoline Dopertaont, 
aft, Guoifsrain, ani scbecquontiy trensferrod to tno Kottioarn duis = in : 
935, whore bo worked fa tho ; : DoETtOG ; 
Jith verizus Depurtacates in tac fiw af wet os t 2 sbeorption ciate od 
Ko indiented during this tise ho somtuctod tosts wheroby roslts SOLS usc ss 

ss Gneis for anio of millions of echic foet of a-tuzs) ecg to tne Pactfic G-g ant’ 
Bisetric Campeny cad tas Soubnern E-turni Gus Company. 










BCERIRUSS sited he wee subsoqucatiy troasforred to the - q 
Rican Ecfinory =f ti Stamina Ci: Compray of C-liforsic, ia Soveabor, 1936, 4 
wncre no spout wix wocks studying rofinias prococure 2n special protucts, after 
snich hc wns scat to tae Son Pranciscs Hass Orfico rnd subsx.woatiy trnesforrod 
t> tac Snics Deprrt\ec ny of tac Cnieass Gifice wnore no meadied ths miles of 
socias prxets in fourteen states cast of tho Eockios <nd ertioani contracts, 
i  Traring this timo ne 13 CG sOsSonren probioss reucrilog lubricetiog siis 
| zits fims such os Gonerns). istors, Chryalor Corpsr-tion, Pinkin Polis: Booring 
: Soipery .20 stnors, 





ia 194i BETHEL Staton no wee tromaicrroc t> tac Bos 
Yor Office -f tho Stantam! Si. Cammay of C-lifsmi- where nc worked out tas 
muxiing of prokices pertaining to antionai contrects, special products, asl 
siail-r reicted Gatics, In October, 1043, AETRELES. aiiea bo wes tranaforrod 
tc tee S40 coe stationed in tho Mow York Office wnerc fo worked on tae 
q qaveicgmcst of sume: ton picos for tas tumstruction of c refinory et Ras Tas,’ 
# mich pleas wore sukaittod for approml te thc Potroloun Liministection for Jer, 
4 its tho remuit tart is Jacery, 194, he wee transferred to J 


? 


ar te 





enise dopertacct, woaseia ik ws kis duty to exrey at 
io sotetaling of tankers wile tas | } 
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Hs strted tant in nore Log: arics work ho wns rosponsiblo 
2izcetiy to LEVEY - . DEMAE, Menogor of 5a tow York City, eno was - 
aircctly rosponsible to Mr, F. 4. DAVES, of tno AR/ICO, DWVIES, 
tum, angsorog to i, J. i. inc PELL, "Vico-Presisont nm, Diroetor of . 
Stenter’ O11 Compeny of California, aa to hr. C. 3, GMSTD, Vico-Prosicost 
ast Dincetor of tno Texms separa BRiBTHRLIMS stated t ant shortly .fter nis 

Creda or to tno Snics Dopertaoat, J we Ze DUCE, Vice-Prosiiont or ‘RD, ws scat 
wo .cahington, D. Ce, cad pleeet in chergo of Stictc Deo-rtennt werk 2a¢ Govern 
oe racbigpaarome st-tod tart atacs DUE uns fxemoriy an ceplayoo 

of tao Teams Company, an nc, BAETKCLMESS, wes fsmmriz a omployoo 2f tno Sbenderd 
43 ixppemy of Califorais, whice caapemios were in contin rivelzy, roscntod 
a) Pees soporting ciroctly t= tho seles seanngor in How Y *& City rmiaor 
taen gaing tisougn nis Offico, It =:5 aston by Er. BARTHELAZ . tort DLVIES ob 
dcctec. to miving OVS sossing in arttors pertaining ts siics, ut! xc as 
~sec ingly instructed to continw with nis uwnplonaent arrengortcat -f st pctiIng 
72 aoe York. 


A, ELEGHELAESS otrtoc tart curing tno time fo uss 
sssccintod with ‘R100 in ...shingica, D. C., as ¢ Roproscatctive, nc 2pornted 
To Waor TCTs ai instructisns givoa t> nim by Er, DESUE -a% tort og 
secasions thosc instructicns vere aitcz’ sr chins. by Lr, DOM® <ith i: 
pnt tact no uns mover {ree t> 2ckuiiy spemte se - fece swont of to acko - 
‘Ste wad nis aia initintiw, Eo strie! tet in every instoncc ac wes instructed 
t2 weet pritcs to cotam. cnt whet coacoss$ ons ne eraifl akc, 


ie BLETELAESS stitc. tant be uss active in widccricking 
eRe we ee ree te Oe uUrcimac i£ sii from Bas Tozum 
E.timecy, 79. tart ac mec mde stncr contre sets with rrcach coc Urugucyan Gover 
acets, waica conti-ctz woro iikowisc axic we‘er Lasitructions rrom Conpnay 
officicis, Ho stated tnt tac policy =a Cietctod by thc slices acaneer of tix 
fulivis cappenios cas eubselificrios -ac tmat tnese instrictions vcr scat to 
acios regrescatatives une, if thoy ciel oct conform with instractions, wero ro- 
fisee: ty poracas whe woulk fallo: suse, 


By Qed 
aoe 


ied’ Bi. amas Sts. tact oa the ce drow to 1an ow ead 
tag ofl Seed ees ee nzpecs feet tao -£.400 would 
Fe ee Oe ee eer oe hei one Seer: Corey saat te 


loamed thrragh rumor tact tee Staminrt OL of Ee Zarsay roquestad a ices! 
“eink frum tae late Obtof Jestion Gisi2s Tuas MRS 
of tes SRG50 with tas Canpeny wuld is 0 vicietion of & 
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“$24 seosipt of an opinion tc the effect thet it would be, the contemploted 
oereer wag aot undertexen, He stated he was ordered to report tc the Gani 
AGT in thew York by tae officiais anc upen nie refaaal to accept exployzent 
Tith a subsidiary, ne wes morled his disaissal actice on Jacuery 17, 1947. 1s 
imcisates there was ennsiceratle umleescctacas between hinsesll and tre | 
voces aftes tis Gate wrerein be stcted he ws going to anke public facts in aS 
nis possssaion relative to the excess profits renlised by the Cerpcratins ia 4 
its econbirets between AEABCS and tes “avy Derertecst ami other transcticas, 2 
io wes siivised to Lamsiately rercrt -:! cf his inforaction to officicis of tin 
Tuicsy si to Gispose of all his cesany property with the ese <fficiai,. 
JPOS refaank to go report BAPTEEIEESS said nw was accused of stealing Campany 
<i.3s and property. Hs has been in ccatirmous Gifficulty witn the officiciz 
lore txe? cate and cs likewise been in continuous ecomasicntion with the 
Presktent of the Waited States wien we erste on fobrucry 25, 1947, which lettor 
is set forta og fallows: 


8320. ®ortha Abingdon 
fpLingtoa, Virginia 
Potrzy <5, 15947. 


"Jno sonorshic Harry 5. foun 
Pecaident of tre United States 
si nsnineton, D. Cs 


Woer ie. reesicest: 


PERC ac0 suveral matters in connacetion with tac teabiss 
s@cvicas O11 Company's dcelings wits the Beitsd States Sowermmecet snich I tc 
dicvwo ts be of gufficicnt netic=i iaportance ts bring tc tno attention of both 
your -ffice and to Congrces., 


"First, tac antter of o-tion:l sceurity wrien I ccasticr to 
c ina state 21 Joopardy on secs’ of tho extingnsd usc by tac U, S. Fis-* is 
tao Pacific, of 4n intoriog fuol cll cs cmmfsctored by tne Arebiae Amoricen Oil 
Comeny ia Seti, archin, Tis sitution is stil: aniataiacd domite on official 
rocammendation agniast tac usc of tais product axic by tho U. 8. fire] Boiicz 


Tostiag Lebsrato on Soptasbor 3, 186, in ropert He. 3771 as eubeittal to tie 
ripe arg ante" The cuncin 


















ibnb34 





"The Likelihood sf wcchaaieal failaros due to ths uso of 
on off apoeifiestics proanet is aggrcevated to 9 greater dogreo when pegeaseas 
pareting out of Poarl Earbor on « conforming speeifiention fucl aro foreni is 
roploniah ani tie contrminate thoir supply ot aay other Pacific baso with on 
inecepatibisc fual, 


"Rh. socmG comtiition which ccrtelaly wrrarts .2 in 

vcatigation sn 1 nigh Govoramoat icvol is that concorniag contract pricos tho 

sa ay May Sek ald ak Su ees: lati: ioe Gekecieas ceokeca caactaa” 

ee ek ae a ee Froa toe porixt acwosber 1, 1545, 
tienga damiary 1, i267, the 3. 5S, mevy tocy Galiwory of som 22,500,000 | 
barrels of products fos whieh tho Gcvamecat pail + saa in oxcese of $33,000,000. 
Tondting $= ot oie profit tthe Achion trio OL Gompeay oer a ; 
above production, rayaity, onc memufscturing cvets, of com=ecxiaiciy £15,500,000. 


“Consuicring tac t-ct t act the U. S. Sevy lifts practically 
tac catire output — arrticn ~aorienn's rc: incry, mtnorwiisc inspomtive, is 
acrsGiy SCOR propos tart tris stato of sffeirs ane wage cunt, Lauex'* taroughout 
1347 enoredias the goworamcat is chiigrtod to tac ica = seer 20,000,900,00 
for rotroicus proGcacts, ropresenting «- e-ntraet (<7 me Wc MU tac entire 
LU. 5. av7's f.ci soculizoncats, 


Siar 7bientison is -is. enbied t: schece coairec’ s 
nos.tictea with tac @recruaent fos CARS. cceomnt wrercis tm Combien tacricsr 
Sik Compeny will roriiss an estis-ted crcfit of over ZIM, or some 2,000,000 
bawscis cf ccc 71. 


Fic Sclifomic—Zorms Oi] SCaapoay Lid, (Benrmin Petroices 
Campaey, itd.), tne -iss toon tne recipiont ot sisilasz Gowcrmaonk ands iconec 
Best petralcut csatesctes arc conctsnod. 


Ofc infastice of tris sitimticn to tac Smerisaa tax myst 
is Dertnor intensifiod ty tee f2et tact tas Archion -ecric:n Gi) Cospnay's 
catisze sporntion ms rocsived ievaluabio sit sed sponscrexip frum prectiodily 
ovesy brash af tac Sacemmeat ct tis ampease of cthcr wortiac operations, It : 
is sie vic timt #.st rofiecsy ia Sail, Arabia, Goulé at aewo been com 

the 


. wath 
are ere) oe 2 
ee 


pictcc owen cf this iste actc without thais assistencc. 





wees isizt ami pe Guabt tac aost isportant polet is i 
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Sconseamares cur Joverneort would [rij neir tc, , ialalilailieaiie ia , EET 
“0c strong, noe fricatly sition has airosdy rogistored ite protest. 
iiaiemtion xf competitive foreve in tac fiald of intarnstional potroiowm vil) 
set certainly Go more to tiicantc those countrics who find tocasalycs [sre0d 
=> Goel with ono oz tuo irrgo certols tata wy chhcr factor aterinetehis as 5 
cnuge for wit, IE soomp fnecacoliv bic tint car Governeont coul/ countomss 

mG infhiction af smorienan corportion igpeciniise on foroign countrios, uhils 
-¢ tc acc tha wo go t= a> iittle offort t> comvinee troee actions << az 

inele of artionan]l leperialistic ambitions, This ansse ly fie x: vits! as iss 

is btoyozad Asin, 


“fhe writc? syil So picasoc ts respos! t= aay inquiry 
ocmibiag (Poe tac fsrogsving statcanatea, 


“ 


“Vory respectrully rors, 


"Ces. Scrtaciacs * 


Iq widiticn, BE DEULES st-tod sc aag tcon in contact with 
tac cities of tac Specie’ Comcittec iovestigcting tho S+tione? fofauass 
Ppugsema Tuintive to whe siksgetions ant chungscs cgcinst tae Company cad tac 
vy Dersrtocet asi unter dote of buoy ié, isa7, eaekticc iis inst comat- 
tau $2 tant Committoe oasecring tao report of tne cay icp rtacat d-ted dao 

1917, by CHESTER C. 2OOD, Snptcin, ©. 5S. acvy, of tas offies of toe Fuge 
: cntc “onorel, Ho imlic-ta!l tort sia of tacse esa tine erg ts 
eee ira tae records of tac Speoc.ci Camsitice ievestig-tin, dctisanl] 
octoae: Prog 1.4 inmiiagtion, U. C, 





az, BALTEREMES stoic: tact ik ues 21 tac ulaost ispsrtcece 
is bac Tompemy fat at tas tie inc srigioci nogctictione corc wxtortekca tree 
& align mic be obfetant f-5 aii of their proxtmects, fe stated lt wee c wll tex: 
pecctice 1a Sovevmmmatai contzoctucl cc iings tant ail stdeoquest ecstrncts wero 
prodicstec sare or loss wos tas mte stinieod ia the crigianl agrecnont, Be = 


destity tap retes sanacod tf ton oy Sepeteech fn the euacoent 


ecg tiatices uaden tee follow: 
= — % scceuns wcet strepect ia <li conLings 


















ee meee Ee a er ee) Ee a a 
Ren Sere. ae MOR RA See igs eg 





: ° ee ee ae 
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| 
The predominating purpose w ich was followed by the SMandard 
Fi Comeny and ali of ite subsidiaries was the prevailing rete quoted in the 


72s District. Dy this be meant that in the tinited States the qavtations for the 
“Lf District of] showed che prevailing rate in the United Ste r 


The secon basis used by the aA WvG in arriving at a rete 
was obtained from the pricr contractual negotiatiois set up Sttween the s4RAl™M 
i the Bahrein retroleam cemesry. In this comection he stated that there 
sted a submarine pipe Lise from the Neman Field in Sauii, Arabia, to the 
nanrein .efinery lotated aciuss the Persian solf and wich ran for ae distance sof 
approximately thirty four ailes. He indicated that AaA-F0 and Ralowin had es- 
‘ ee oc >i.G per barrel ples three cents per barrel pumping charge, 
ra charge of 41.05 per Sarral for the fusl aii delivered to the aefinery at 
ee aS previously stated the Behrein “etralemm Cawany, Lid., is a Sritish 
“orporation and daring the war period was subject to the currency blockade set up 
“yw the Sritish Governsant, atich prokibited payment of moncy dividends to tie 
stockholders, most of whom were american citiseas. imxcrous acgotistion<« had 
“sen undertaken tc attempt te usfreeze theese funds with negative results oy the 
tO, a8 a result, the officials of the ,2RL.CO advised the british Gowerneent 
at Simce tna stocaimiders .2ve no prisent otc of the nvidends they wire going 
‘© Charge 2 high rate for sact barrel cf oil eich was iclivered tc the 3ohrcin 
sspany. This plan acpsrently was acceptable to the critish swernment, a0¢ as 
result the rate of 91.02 per barr] was sct op as ac inter-cogpany rati and 
very Bigtly excessive. fis figure was consequently qctad to the Savy negotiators 
ama soot to state tnat tre Campany mas allowing tic Government the “intercompany 
rate". 


-— 


4 


tN, \ 4 


In addition, third in arriving at the high mie, the company 
stated the! although t= criginai agreement with tne Szrti, Aredia, Government, 
Taguired (© : passant of 2 royaaly oc teeat; two cents ner berrel, they were cos- a 
pelled @me t= ieca of proper Sinancing to dmable this rovalty and consequently 3 
were forced t¢ pey wporwaiidacteis Morty four cents rather thon twenty two cents. | 


In this conection, BAZTHSLSES stated that from the ccopacy's 
awn figurcs the ecst of production af 3 Sarrei of of} 2 the Tere def tncry 
wes soptimiaately scren ami me half cents per barrei. “< stated that tais cost a 
=o eggarsecagrstiomen ysarctome thong Ahsan py Seip rentable ey aga a 
Plast, tie correet operstions of the ‘last, and labor charges. He stated that 7 
the cost of labor is srehie wos approvicataly sixty to arventy [ive comie per our 











c g Fs ¢ ; *. 3 33 7 ; 
i i o ow a 3. ale. “ges ah ane 
fg ce et “s i en fp Oe cts oe He So 7 : 
‘ ee es 3 Sain Sab nb sites ‘hack tavt” Lape ome ‘ates z Marr = lpimeas is Nate day 4 
Se a ee <M HD 2 na Fah cme tar: ~ as : 
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for an average worker, whereby in the United 3tetes the average a1: ficis a eae 
. ployee eerned approxiuctely ten dellare par day as 8 minis, According to oe 
ia5' figures the ectual cost of produstion for one barrel of cil was 
seven and one half caste plas tmnaty two cecte royalty or tmunty wine and coo — 
cente per Sa e 





oy 
al 





To refute the commany's ailegations that the royalty hed : > 
Max a a copy of a letter dated February 2, - 
7 San Francisco. br J, I. Ke, winch is act 1 


Sy 


“ere 






"Mith ref. to LFIAISS, j 


"7 howe bean goiag ower the last figures sent me. May i 
cupizin a little that toe figures on prokicing dept. fractions sre 4 iittic 
ee ee eee after dost a considerable amount of mcatal 
: a er or 

TPs 


"2 su.gest thet you get theses figures and gc in consultation 
“ta uf. bale Bix and recast the form slightly. I notice for instance, that 
Sperating are divided into tuo cotegorics - gerur-i expense of operation 
wa royalty. think ze set apart so thet onc sees clearly shich 
- is which. The figure «2199 per barrel refers, of course, aitirely to royalty F 
wcilo the other operating -=xpenss is .079%6 per bri. Sailerly we have a musber 
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addreassd from ‘iashincton to SanPrancises and was chronologically the 3,183 
letter in sonmmection with the ,#Me% dealings, It is acted that reference is 
made to LFW-1696, which mcans reference is aade to letter from San Francisco to 


dr, BA UHELL ZS, comtinuing, stated thet while tis original 
stract was under acgotiation he was still handling the engineering details and 
“waer problems in the ashington wffice and consequentiy did act know tec auch 
wut the mgotiations, He stated that his contact with representatives of the 
2¥5 ne as were with representctives of the rank ©: Lieutenant or Lt. Commander 
chilis th ee en He indicated that at 
“ie tine “he became involved in the contract negotiations Se had aheciutely no 
rick keowiedge .F the existence ci an oifer by Br. My¥Fsfi in iwi, which com 
sreet carried the cost considerably less than the actual ficures arrived at. 








ae 
in ie Or 


He added that <. G. Didiak made nai TOUS efforts to arrive at 
. contract, through Commanier eacKRILLE and Lt. BOOMESCHsaTZ, but that the R-vy 
originally refused to make 4 contrect at the figure demanded by the cil company. 
Jariag the course of the negotiations DAEAM hed found it necessary to leave 
‘ashington and comssquently he, BanMZi. 23, wee ordered ts coatime te try to 
arrive at some figure. Ee was instrucied that he should follow the original de- 
sand of 31.05 per berrel. He stated ity cal aeaees ant Hepresent sti ves we Pe 
amebie to arrive at a ficure and that thereafter he contacted DAHA in Los 
egeles and sdviscd him that the ery wold act consider signing thet desended 
price, stating thet the cost ci production oo where approxumted the cost cf pro- 
tattion in the Gulf District. Sa THUS stated this was the only time thet the 
ss of production were ever menticned by any of the representetives of the 
asvy Department, Ee indiecsted tht ths figures as to the actuai costs of prow 
caction vere later evailable to the Zerident Inspectors of the Eavy Deyartnect 
is apabia amd at oeshinvetcn, state: test they ance absolutely oo efforts to 
icles ak ani GE eee ak oe Saving sey of the acgctistioas in which 
se was present. He expressed concern slong this line insemush as hs 2id wt feel 
wat the Bavy Bouil have orocecded without figures relative to the ecsts in their 
gicn during the time contrac‘: were being negotiated. 


subsequent to Ris advising Dali of the refusal of the fievy to 
: i x. is alleged to heve stated that he would do shat scald fre 
ag! me Ts Steet te fu eetizn of th Bory Sapte ae 
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Eexy representstives on the grounds tint the AMMEO cost did act capers with the 
‘inited States’ cost of production, refining, or t 3 sad O2NRGX sub- 
ee re ee ee 
pe ee Read al bin onencgregtioor sie Se mtahen it wan of this 
~ int thet ke contacted DSM. in Los angsics ard ms a¢vieed that one of the 
_s"ieials of Za ZG had contacted Aduiral a. F. Caifii, Executive Officer of the 
"PE, whe ie the brother of Admiral “. P. C.7m, the Chief of the 
wpliss and accounts, eS stated thet he thon contacted Lt MALS 
ied he agreed on the next offered price of 91.05 per barrel for fual oil, $1.68 
st barrel for diewel oil, and 6.25 per barrai for & octane gescling. 
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‘SH, of course, Gisagreed with these figares ent eoopisinnd tc THES, 
si some of the company officials had gone over his head in this matter. alter 
_cTlving at these figures an appropriate coatract was dram up ani a istter of 
wastifieation was subadtted by Lt. >. 3. BODBSCL a of Supplies 











a gave he all 2f Bs instrecticas and J T. DU, Tice 








He stated thet once the original contract had been agreed 
aan and @ rate set, tae fest th2zt they couid comtinue tc require the 


payaent of these rates by the United Stetes Coverment. 





ccamection with figures wiaitied by tis reiative 
to the costs of productica, it is the contention that it cost thes forty ons 
cents pat barre to process a barre: of cruds cil, and this is the cost whish 
peliaved was listed with the Buresn of Internal Keveaus for taweticn 
porposse. 4s previously est forth, the actual cost of production, aceordiay to 
Company figures was .3310 per darrel. 
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is sétitiong) apatracts, He indicated 
York City on Septesber 22, 1945, and returned to this 
i 





RARTHA2ES stated (rom a review of the recerds is his 
possession that tne contract was enteres Sate on Hoventer S, iSh5, and thet 
during the time of the negotiations, he was st in the United States. Aceortingiy, 
a ee ee ee eee pe yetiner ee earring 

ee ee ee the tias the oreliaiasry 


was cperste! Se fall capacity with the resait that are d 

senifectared then whe necessary unier any other contracts, 
reserve tanks were becocmizg filied. de i 3 
ek ee ee ee ee es ee ee 
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e BARTHES IES produedd a copy of 2 communication frus 
H. G. DEWAN, tated heel. 2, 136, to Mr. F. A. DAVIES, relative to the price 
of erude oil. This sommmication is ocing set forth in total as follows: 


“4 yw 


"Negotiations with Mevr-arebian Crude 
(Importation by Mavy .£ Crads to run for Fuel) 


“Confinsing ay telephone conversation from “Tashington with 

you yesterday, wo offered admirai A. 7. Carter for the Havy 25,000 SPD arabian 

tr de Oil for delivery st das Tarare, begioning about the aiddie of May, 1945, 
for a period of six scaths, subiect to the following conditions: 


X, ability of the wells to prod ze 
2. ability of our facilities to deliver 
3. Limitation ¢u: to previcus committments Bade by car 


ia statal thet cor orice would be Ay per barrel delivered 
Ship aad rail das tanura for crude <f 3i.0 - &.9 gravity, with 2¢ each aegree, 
more or less, for gravities above or below &% cravity. 


. “it is wadegsicod that if we are unable to deliver the fell 
25,000 BFD initially, «2 can probably celiver 4,590,000 over a six anathe 
period by increasing the quantities during th: latter part of the contract. 
ee ee ee ee ee ee eee 
of noxt weex, whether cr sot ths deal wiii go through. if it does, he thought 
he might want even more then 23,000 BPD, if we could supply thes, In any case, 
We should imsow in a few days, if this is fim business, 






See St ce ee ee 


eet Nicratiads tne BIL oe : : : : Bate a asaton see a ee Mi a sree 2 Birger oe hor arse ormtagies 
Ries fat ae 2 — : a = ie ae Pegs bie 2 s - > -. : a 
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at the time of entering into these asgotiations, his instructions were the samc 
ac beiore, to obtain as much as be possibly could, and wes givon « rate within 
which he could operate, He indicsted that aa additic onal ten cents per barrel 

b | te of the Gulf 
District cii qmtations had increased ten certs during this period, He stated 
that cost of production and other charges for the annufecture of the ofl in 
Saudi, arabia, hd remained constant. 
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plans were tndertaken for the shipecct cf arabian erade: of7 to 
te Glleviate this probles, bat ware curtailed by ths influence 
companies and the independent companies fecling that foreign oil would increase 
the supply and consequently lower prices in this comtry. fhis plan was finally 
put through the Mery Derert=arnt, cut was vetood by Ji SHIVER, then Economic 
Mobiliser, 


Mr, Sa2THRaES continaing, stated that the oil cctained in 
this contract by the Navy Department was sent tc Italy in furtherenee of the 
UNda-Italian Program, 4e stated that there were ter csable iciineries remining 
in Italy at the end of the war, which wcrc being cered for oy Italian personnel 
and which, if usec to refine american crude oil could be utilized in the relief? 
program, and alsc cOtained additional cuticts. for the aKkauCO,. He stated there 
was a favorable monetary exchange existing is this procram since the Italian 
axports were te be paid off In U. 5. currency while the cpersticas of the refinery 
Sad costs were to Sc made in Italian lire, pizined the Navy entered into 
this to act sclchy as a purchasing agent for the UHRA since the time of the con- 
tract nagotiaticas UERA had no purchasing factlitics, He stated that the Aevy 
Depa cpartaent handled this on s ectmission besis. 
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sinned erimenes G. DRESSES, The 

callie Males Saati ok es Gaia Gholi sate Gace oe es ee 
ef this contract ami they were to te usod for the s2a2 purposes by the B=vy De- 
partaont . 








During whe negotisticus for tie following comtract H 6 ax 48%, 


eee 








ast 

















Mi 46-63, 


acaaiD had vericus cealirgs with other companies and sountries for ths sale of 
the crude ol F.0.5. at das Tamers HeSinsry. He indicated that during this 
‘ine officials of the ARGO entered into a contrect with Urugmy, for the 
eals of arabian crate ol] to that Company at $1.05 per barrel, F.0.i. nas Tanere 
Sa or ee & price of $1.37 per barrel. 
- ARTHELEES stated he had absolutely = connection with this en ikea wile 
raguay. 





ee ee ee 
with Uruguay, BAbTEsiseS farnished the following lotter from #r. FP, 4. DAVIES, 
which is set forth es fcliocwss 


Section § Quotation 
(a) $12.54 par etic ster [o> onterix 
S108 cue eehhe uatas toh tee Teneo 
aBCaP to pay insurance 


Such price shall be sai ject to rise or fall with average posted “est Tors: 
Permian) mite aeieed wa ic4s cee a 
as hereinafter provided and the price tc be paid in reepect to ang cargo 
ee ee ee ee ee eh shall 
ee eee eee ee won CoC 
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srrege patel price per tarrl for Sot fora lak sae 
9 Gagrees API, gravity (such average posted price being now HAS 
amd said price shall also increase cr cscreese one half cent 
005) with each cay cent ($.02) tacréase or decrease in the average posted 
Sco per barrei for 2s: Texas crade of] (such aversge posted price per berrel 
opis nae beteak ie Ba ones eke at: (eae Sree Se vlan oat a 
less than one cent .§.0R) per berrak to ce disregarded. 
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Pen this time ARKO entered into negotiations with 
weCALL-FRORT@iAC OTL COMPANY of Camda, which is fifty percent ouned ty the 
jemas Campany ia which theCanadian Company was offered the right of purchasing 
“he afl at ninety cents per berrel. McCAll-FPROQNTEMAC turned dow this offer ant 
counterumnied with an offer of sevantyfive cents per verrel. BANTHZLEGS stated 
“nat the Company wanted tc go along with this nrice bot thet ths home cifice 
uf the Stendard Gil Company of Califomis rufused, demmecting a price of eighty 
five cents per barre] instead, Se indicated tat a subsequent contract == 
entered into wherety a com:rotice price of eignty cents per terrel ras reached. 





la addition to information nrevicusly fuenichsd above 
relstivs tc the rate set forth in this contract, BARTHELMES stated he was charged 
by the company officials to obtain appruximately $1.23 per barrel for the cil 
from the Savy Departamt, but he was given a lege wituin which he could 
operate. He stated that there is no reagon for the increase is She charges 
other than the fact that ice “ompeny claimed that this viscosity of the oil was 
iowsr das to certain laprovement which they had sande relative tc the cil. He 
stated that the viscosity enithe gravity of the oil were the iste ; 
features of the contract s4 that most of the ci] contained a gravity 
would raise the paywent of « price of § 1.2) per barrel, 





=. RTE etated thet he hed been with the technical 
laborater of Staadard Oi! Company of Califor.ia and 2s previously stated, 
majoreé ia aining engizcering amd crude of) mficing ia coliegs, and as 4 result 
of this eiucetianal background and experiance, fcit he was competent te ats 
Se ee ee a ee ane ee a ee ee 


Re indicsted taat the cll contained a high sulfuric content 
whish exesedsd the <evy specifications of iS by = scosideraniec iatitede, Me 
--itay-ny magi iar lead ne senator sie lnper ting Sorypinepeeesor Sgt 





was noted by ur, B4:ThsiasS that the 
District included the cracking 


treataent and thus an additional cost of pro- 
duction, which is abscet. from the s4xz4:CO products, 
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Pricr t: furnishing tits informtion, ar. BatTHELuES stated 
that 23 3 representative of the Gil Companics he hed found that ewssrous 
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Aredia, Refinery. Mr. SRUGHASS, from the Government was 
unde 2’ Vice-President of tho BBOFTSL icc0GE COMPANY and later took charge of the 
SagHi, araida, Purchasing agency in “ashington, 2D. C. 


uit. we J. GAVIN, who ms Asaistant to “r. SOOGRASS in the P47 
adwised BARTU 24488 that ©. ©. & GLUSTZID, Vice-President 2nd Director cf the 
‘oxas Company offered him, GAVIN, a nositicn with the Texes Company whenever he 
was ready to leave the Pai. ir. CANTE ig now enployed by the Asiatic Petroleum 
Company, a subsidiary of the Standard “il Company. 


sy. EXAM MARTIN was formerly employed «ith the Foretgn 
Roonamic Administration and in this capacity he hed cantrol of all aeterials 
assigned tc foreign ports excest ailitary. He was licensing officer on the 
Fi, amt wes, bufore entering into the Governmental servica. =" <aplioyee of CAL 
7S: XpGasTION, aad has returned to the ==r1sj, veing assigied in an executive 
capesity in Chins, 





Major E. r. CAValAU H was formeriy Assistant to admiral A. F, 
Cictim in the ANPB, ‘ashington, DO. &., 2h is now Fashin tom Representctive of 
the sBacl. “apr Ga¥itnUdi in his capacity as assistant to the dsecutive Officer 
cf the FB assisted in the shipment of transportation and weniclcs tc Eas Tasurea 
for the construction sai development of the zcfinery and other fields. It was 
rooted tast at the tine of * tne Gastrection ead erection of the refinery at das 
Tasera, if received a wery low priority rating, although according tc ir. BARTHEL 2S 
it wr- siven 8 at-i listing. as a reeult, it wee difficult for thes icobtain 
ee ee ee » which were necessary in the level- 
ing process prior to the sanstriction of the r:finery and for the transportation of 
equipment daring th: construction period, He stated that all whiciss 
eee ee pricrity for 





Se cee wea ek ak ele ete eee 
SERS SeRSGWILIZ, ai that 2s a result, SRREZTILIZ erots a short memoriams: co a 
wrack siip® to the man in charg. of silitary equigmect to assist auu00 if it wuld 
not interfere with the rc of tas active theaters, Intsuch as the transfer 
ot tale squigment in ths ited States to a private company would be a direct 
affront to the authorities invested in tho BFS, it was 
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dressed to the Persian Gilf Comast, care cf aka. The sauloment was dis- 
charged on ali Pier. 


Under Secretary <f “ar, Wiad, then in the adjutant Sencral's 
Office, west to Teheran where he aegotisted the contract arranging for the trans- 
far of this surplus equipment to 28.0. according to Mr, BLTHELMES, had this 


- @&@ «= 


Govice been Enomm to other ailitery thesters, sther oli companies, war Cusciactors, 


not te mention officials of the WB, it would, no doubt, hevs resulted in a 
terrific amount. of criticim in Yeshincton, 


Conuwenter TAD WELL, whe was formerly in charge of the Fuel 
Section, Sureau cf Supilias and Accounts, now is employed with the Standard 
Cil Copsey of California; it. XHI ¢. “alGi, U.5.N.k,, whic negotiated numerous 
contracts on behelf of the Eavy Department with .RAZO, is now emlcrsd 5; the 
Stentest 21: Company of Hew ~ersey. In this cass Hr, BakTHGiicS stated he had 
recentiy been contacted by D2ET PE.RSON. author cof the colsem “Sechington Herry-ec- 
round, and requeste] inforrmticn relative to the activity cof alSi in this 
nat ter. BaSTHELNES indicated bs told « 2.80" thet “elSd had complained aout 
Canpany officials going over “is head, 3% thet when PEARSON confronted SLi 
with this sccusation, ZiSH denied te had ever nade geh 2 sistant. 


Lt. 5. 2. MOBSCLT, Se Se we He, is now eaployed by the 
Zeneral ‘etrciaum G&rporatioa, which is 4 ~tgheranid cf the Sacony Vacma 
Compenre. Witay C.LIMC, it. camander, U5%, wae formerly a=picyed Jurisg the 
Ber oe rpguaty essa aes Ee Geese ant pi get pny ys California Zesearch 
Corporation, 2 subsidiaryof Standard (il Comany -f Pena gn He inticated that 





G»ALDEC tock test axsepies =f sil, which semles secre t-s<ed up products mem, 
facture by the Standard Oi) Compeay of Calif: 718A, and ran tests for the Bavy 
lermartce® against these sarpics, He Indieste: tint GLICO wuld, no doubt, be 


Sbie tc ascertain anc nrovice infcommetion relative to the specifications of the 
oii refined at Has Tanura, 


deriva) sMOBBi F. C.ucPRR, Executive Officer of the APB, is 
new Preeiiest cf a Standart 01) scbsidiary ease! in the transportatica cf 
cil ty tems. It is to be noted that this tank service is one of the isportant 


items in the distribation of cil and fre which the Cacpaniics terive a high orc fit. 








| meme M¥iesd that be he- Red stsciately m5 connectisn 
rth in ~ LAPYOTE prior & the tise Unt te me gable 21 gelin contained 
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ment sai the United States Government during the nest war, He stated thet after 
he released his soocanication to the press and addrsssed letters to numerous 
nembers of the House of Representatives, he receiveg tne commnicatim fron re 
LDFFETT requesting hia, BAXTHELMES, to come to Mew “ork for an intervie. Durimg 
this interview Ra THELMES explained the situation to ur. MOFFETT a d they con- 
pered their expericnces. He stated it vas at this tin: thet LOFFETT advised hin 
of the contents of the original offer sais by :DFFETT 1s an “xecutive of the 
Standard OU] Cosany to President BOUSBVELT on april 16, 1941. He indicated 
that the eosts of prodaetion would ast have mterially changed since the date 
of the criginel offer and doth he and UOFFETT worse in accordance on this premise. 








He stated he had seen accused by ths press and cig aoe 

of the sk dea ok Gavan ak 4k Glin a in this regerd 2nd 

t he was in the axgicy of MOPFSTT. He canied that there was any collusica 
with :X@FETT and that infornation furnished by hin is based entirely upon his 
mm personal experience end cther factual scurees ag previously related, ite 
stated MOFFETT had cffared hia several positions, but that he hed oct seen fit tc 
accept thes. He indicated that he has experienced considerable difficulty ic 
Sotrining aploynent since his resignaticn froo amd, but is unable to state 
that the aatter of the naicr cl) companies was responsible for this a. Ae 
was <@ the opinion, however, thet he was definitely through in the cil business 


» BatcTE UES stated he would be wliling to testify 25 t< 
bee’ ait Ring iekceucul dake ur wa aime the course of 2iis interview and that 
he hed subritted additionel infomation tc the Senate Investigating Committce 
wich he believes shculd b= mde available to the Bureau in the svent it umiecr- 
tekes criminal investigation in this miter, de imticated thet eom of the 
pcatae ides be Sa MA ec Goes eek ede Gee oa 
would hawe tc testify froa senory as to many cllsgations oade by hic. Ke stated 
he is definitely of the opinion that the actions “f the oil companies would be 
detricgntal to the safe operations of the avy in the «vent they contiens tt 
use the poor grade of crode <ik furnished by akuiXO, and beliewed that they were 
taking huge profits irom the contracts. He indicated that he was in nosecssicn 
of ae eS ee ee ee ee es 7. DICK to F. i. Da¥ISs, 
f ta » Mich is set forth as fcllous: 
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“te gught be in an esbarrassing position with saze pecple 
wet ch: Bice pe eve Goer reacts enould our met be exosssively hig). I am recalling 
preset position in Venetuela as result of large earings cf Creole, alss possible 
effeet in “:ashiaton,® 


In additicn, he stated he had seen ecpies of the financial 
statements alaLtD, which statements were attached ss enclosurcs t= the lictter 
frum San Frantisoo to Mashington 91696 fron BaKIUS, assistant Treasurer and 
Camtroller t J. T. DUCE. he indicated the finarciai statasent was Likewise 
attached tc « letter fron “ashington to San Francises #3183, shich was fron 
DUCE tc BEKYGS. 
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4gaistent ittorney General Theron L. Caudle Jaly 7, LT la a 
Mirestor, FSI 4 

a 
Arabien imsrican ©1) Company F 
Califernis irebien Stenderd 91) Jompeny E 
PRAGE ACALIESS THE Soy 7 ’ 
Tour sttention is invited to the report of Special Agent ia'thow J. nee 


Lightbody, duted Jum 2f. 157, at Sen rrencisoo, california, wherein an 
isterviss with mr. ©. ©. Bodenschats is set ovt. 


ir. Sodenschets, formerly a lisutenant in the Rsvy sesignec to the 
Duress of Supplies wd Accomte e2 8 comtoecting officer, sciscted tw the high 
orice of petrolecs products contsined ia ibs eomtrest ertere! ‘ots by ine Kevy 


with tas arebien Jeericen 21] cospasy in 1934. Then ii. odemechsts was inter- 
viewed by icemts of thes furesu te declined to dipeuer &is sxtiens ‘= conmention 
with the contract negotistions fros agsory, pointing cut Be had subsitted a 


complete semorandum fcr the lavy Departement st the caonclasions cf the neectis— 
tions. Hp f02% this xemcrarndus would crovide the sost accurate record of his 
activities. 


mame, it BSS secre beam turmed svar to the Sreester 
Sccuuiiin Gi dias Gece | ac oe Ga eee sc Se ee, 


HO Stt@act eiil be sede tc secure & cosy of the semerencem fro the 
Sreester ccamittee unless you desire suct action be takec. I sould a:preciate a 
svatenent sf your degiree in this scatter. 


me -— > ao 
t 
he PP a, xe 
CBE: Lil 
ao & 
ae 
= 
tia 
a Peuat 
~~ Ry 
id 
=e 
a 
“ee. 
ite, 
in ? 
on” 
mctte, 





| SOMMUNICATIONS SEcT.UN | 





aaah Fooee we. 6 ® —_ 


Office Memorandum + unvrep states GOVERNMENT 


T =: Director, FRI DATE: ‘uly 1, 1947 


Ay’ ‘20M: Gay Rottel, SAC, Washington Field 


A 
SUBJECT: ARARTAM AMERICA OIL COMPANY 
* CALIFORNIA ARABIAN STANDAPD SIL COMPANY 
FRAUD AGAINST THE GOVEPEMEWT 


Rebulet dated June 2%, 1547. 


Captain CFESTEr 00D, 0. S. Mavy Department, Baehingten, ©. 7., 
State? “rat, the ccapiete semoranhs for the Wavy Depertzer* dictated = 
Ure eZ SCHATZ concerning the prrgrese cf the negotiation and other details 
in regard to the Arabian Americar Jil Company had beer turned orer to the - yt | 
Brewster Committee of the Senate and that the eve Gepartser.t had no copies. f ae a 
of wis wesecrandunz. F f, as 


Tria information was furnished +o Agsistar+ Tirector AL Posen 


| 
won ingtrocted that this lesd be held in abererce ponding further ingtruc*icrs 
Pros tre Sarean. 
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FEDERAL BUREAU OF INVESTIGATION 


Tes caszomenmarapar Pashington, D. C. raswo. 46-1644 
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SYNOPSIS OF FACTS: Ho teste made «t+ Froerimental Stetion, 


: Annapolis, idaryland, on ofl products of 

“ f & lrabian american O11 Company since loves— 
Pea ee ber, 1945. Letter from Navy Devertment to 
Tv Ae, Senator BRIDGFS set out. 


A i i . 
r * A 4 
+, . ; Y. ai at - 
_* nr a as 
Perio EeCzs Recort of Snecisl agent (4) -nTa0HY J, SPLENTOEE 
insted dume <5, 1%.7, 2t Phil:deloniz, Pemeviven 
Report of Sueeiai agent (:) J. aFRhsEL OOOK, dated 
duly 3, 1947, at Washington, ©. C. 
PeTaiiss af BAS 





fartein CHESTER. eR, J. 5. Navy, stated that informe- 
tion nat beer received Saas ine Exyerinents:i itation, Ammarolis, 
Boryieac, iret mo tests tec beer conducted on 91. croducts delivered 
to the 2. S. Navy br the aratian American Gil Comneny since ener 
iGZ&. TZartein 2O0OT stated an tre et ae Station, rua 
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, Rxrerinentel manees © was limited to that 
naviod teen Boweuber, 1945 ts dete: 





Cavtein WOH furnished « cour of 2 letter dated dune 1’, 43 
dng SUlLkL ina, Acting secretary of the Bavy, to Seue- <9 
leh, according to Cacisin “00D, exe em attest £7 7 












arity tne cil picture. This letter is as follows: 
"17 June 1947 
"Dear 


tf 


enptor Rericeess 


"The current shortage of available refined petroleus croducts in 
the Unived States and Cariboean area has created « critical situation. 
Tre Heavy bas experienced difficulty in obtaining fuel to meet the cur- 
rent needs and es & consecuence continental stocks have beer reduced to 


mn inadvisaiiy iow lewel. In varticular, the reserwes on the Fact Coast 
are inacecuate to mect a= emergency. 


"Appropriste action is being taken to improve the Navy stock 
position in regard to petroleum products with a minimum ef’ect on the 
civilian supply which iz in <n ecuslly critics} situetion. These 
meecures inciude exrloration of tre posettility of obtaining additions) 
supplies of Mavy Snecis: fuel cll from U. 5. Galf anc} Caribbean sources. 


To date, Ghiy limited clteringe have been made to cover there additional 
Sevy requirements. There s7ferings fall short of meetine recnirereite 


‘ii in one c*ee nave been mace om the basis of 2 vcremium of G1 sant- Mer 
varrel showe market price. It is considered that thie orice is exceecize 
“nt negotiations 2re continuing in an endeawer to obtair the -uentities 
ceulrec at s reasonable snc acceptable orice. 


"The crincislie source tnat can he restily cxuloited to secure the 
ast Lome vusntities recuired is the Persian Gulf ares. he Nevy ts ob- 
taining 400,000 additions. sarrels of Hawy Srecial fuel ofl over end above 
requiar Agitings ‘rom the 2ersicn Gulf in Jume. In addition, ‘or the six 
aonths becinmning i Juir, “0,900 berrele over and above norssl iifting s 


Fill be ourcnasec easy ad Sor 2 six-month seriod. This sil will he 
“arehasec =< <"e Trice of 61.05 per barrel whieh is the ccrrest orevelling 


orice fcr oi. in that eres. These additional quantities of oil, 420,300 
warre.s in sane ind 500,00 cerrels per month theree“ver Scr six months, 
Wiis de tranfported to the sest Const of the United States. To the extent 
tat Savy cliers can be made zvailahle far this lift, this overstion will 
Tesuit in hevy fuel oii frog the Persian Galf being laid down mm the Fest 
caast of tre United States ot + cost comparttie with thst wiiecr seald ob- 


sein, te te si] sere curchasec from toe Unitec States salt or Caribdteer 
sources # 


c trensporved in coartered tankers. For the reseincer, the isid 
down cost will be somewhst signer than would be the case if the fuel could 
te ortainec froe toe listter =caree. 
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FEDERAL BUREAU OF INVESTIGATION 


Porm Mex. 2 
TMS CARE ORMMUTEDAT SASHINOIN, De C. MAEMO 1 om1EUL, 
CPO CARE AT } 


: ee aa Te | MEPONT eee BY 
_Waatiorm, Dec. | 6/20/47 


/WAL-TPORNA ARABIAN STAPDARD CIL COMPANY 7HA'D ACAINST THE 2OVERIMEMT 










Senn + hn a eth Ri re rhein AE 


* of contracte Swarded to drébiar American G1) 
Company by Savy Departsent secure< which indi coated 
~ = comtreacts awarded from July 9, 1915, througt 
Awe. Decesber 16, 196, with deliveries totaling 
CACAR —— $37,592,083083. Ramee of Bavy ard company 
ef representatives who nezotiated these comracts 
\, ef of | 6044 med. 
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Cee ugh: cettier dated Mey i, 
; E@pCRt 22 = pane a 3 
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iTSe AY Qasrincton, De fe3 


G@p tat omOTER 2. MO, oifice 5 tre Judze acrocate Senera] 
Le Se .87j, WSs TED acted Hncerning tie cntrécts awarded to sobject 
ee eee He advised that complete Gata nad been eurplied 
time Claires Division of th Jepertwent of justice for oneideretion 
of probable recovarery cl exoessive chitges, if any. 





clea Bed ain exe ’ sontacted dtd “vist atre she par 
eu AALS y a a of comtraects 2earded S 
gub ject comptcor sas sine Tila infcrmition, toretzer with the 
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identification of the individuals negotiating for tre alpen. 
parties, bas been set sut in a schedule, photostatic xries of which = 
are azpended to this report &s an attachments = 


From the attached schedule, it appears that contract #2, 
mesely, HSax-12927, was the first contract for iteze similar t< tices 
contained in ths original cffer in 19/0 by JAMES 4. MOFTETT. It wild 
be seex that former Lt. JOEN J. BALSE represented the Sovermnent and 3 
he ig to be interviewed concerning his recollection 72 the circum z 
stances surrounding amar: if the contracte 4 


Wall lixewise be seen that °c, ¥. SAPMEUES was 
representing the Arebiar. American Cil -ompary along wii: ure 2 Se ce 
TENFAKs .owWever, EAST Eads is recorted to have written 2 letter to 


the Tresidernt on reoruary ¢Su. laet complainirg aocu+ the exorbitant 
proiits inat anAL 12s been viii on its havy crtracts. Therefcre, 
& 16a. is being set :.t to interview biz concerting the circumstarces 
92 tné S¥arcing of whe ocntr 


JORDAN aiss arte ——- photostats Ci tne cifice opr sf 
vontr@ct NOsxel2o¢2? willie ls identical in fore tc all e oa cirtpacts 
mencionec on the attactmen: and & copy of this contract ging 


enclosec ts ali oificese in this commection the auatead information 
ar, tne Slieged irreguiar-ties are set sut in enclosed resort if Specia. 
Azert aBeiiL be 3RBEKAL detec April 2, 1547, at Wasrington, De ce, which 
Will Se cf @esistance ic ocvering the leads of thie rercrts 


Sy pretext cali is tre Béscingwcn Office if tx séraciacn 
Areric2r. Til Company, Srcrenas Butldirg, at Was detersicec tiat J. H, 
MeGAr2E TLL cculc ce reached care cf the main office c’ the arabian 
Anericac Oil Jompany, 225 Fush Street, San Prancleso, Talifornts, 












ume copy of the report of Smecis: S§rert GERRI Be 
DHERSAS dated dori] 2, 1947, at Washington, De Ce 


(2) One photostatic copy of Comtreéct BSex-12927, 





te Bureau cas instructed that the imvestirzstiscn in this 
case te coBpletec and resort subaitied to t tae cureau and 
the Washin ten, Fielg Office by Jue 25, i572 Please he 
guided accordingly. 





-~PEEtCIES 
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THE GEM YORE DIVISION: 


, We? 


F + % s 
At Sew York City: “ ° + 


Wili interview dear Admiral A. F. CAXTER, USN (inactive), 
President, Grerseas Tankship Corporation, 15 West ii:th Street, om 
cerning his knowledge cf the negotiations by subject company, sarticu- 
larly Conmerect Meew-12527. The allegation concerning his activities 
ts set cut cn Page three cf exciosed report. 


ili interview Vice~hdmiral BH. J. CAXTEa, “SH (retired), 
50m 2301, 11 Wall Street, concerning his imowledge of the negotiation 
of Conteadct W5sx-123¢27. The allegation concerning his activities is 
lixewise set 2ut om Page Three of reference reporte 


Will interview Lte Commamier JOHN J. MISH, Sts ara Cll 
Company of kew Jersey, 26 3roadeay, scicepiue bis recslisctise of 
te negotiation of the oortracts vith Arabian Agerioan Gil Company 
and particalariy his ob}.ccione as met Out on Page Four 2f referer.ce 
reporte 


2} sttain ALL information concerning any inbursoctisas 
received from sumer ior 2iflcers which affected the independent considera- 
7298 of this contre@ct on its merits, 


At Sac Francis, california: ,!° |. 


Sill irterview J. 5. MOGARZESTIL, w was an c2Zicial cf 
we ArObian American O11 cwapany in 15.5, at tne cflices of tte aretian 
Averican Gil Kepeny, 225 Sash Street, xo Thing his mowlecze sf the 
Cee ee o4i to tte Te Se Bavy arc partion 
larly McGARSEcILL's explamgtion sf the allezed telephore call to Senior 
Baval Officers ac set cut on Page Three of reference reporte 





TZ IDS AF S125 SIViSiGs: 
| son ee 
At Los Atgeles, Califorria: “/. 


Hit intervie Lt. D. 5. MERA, Seueral Petrales 
Corper@ticn, 108 Best Second Street, concertinz tis mowledge -/ the 
aegetiations ef ARAMOO with the ". 8. Havy and his knowledge of the 

































exoessive prices allegedly incladed in the ARAM bid. It will be 
noted that SODEMSCHATZ negotiated ons contract with ARAMNOO for crude 
oil on July 9, 1945.6 


THE RIGHEMD DIVISIONS j¢ 


At Arlington, Virginia: 


Wii interview ¢. ¥. DaXTHSLMES , 3A Sorth Adingdon Street, 
caoerning the circumstances surrounding the aetrding of watracte 
to ARAXCO by the Je Se avy; it being noted that LARTHELIS represented 
ASAMOO in the negotiations for Sontract BSax~12927 and subsequent re- 
newhls of that contrécte 


Wil cotain from BARTHRLAES ali inforaation certaining to the 
erases profits allegedly being made by ARAi5) on the Nev; contracts 
and ary ir nformation wnicn he may “ave cotcernin; Arregularsties on the 
part of comany cfficialse It vill be noted +52¢ BARTS 4g nt 
acnger cofmmectedc With ARALCO crganisaticn, 


TB PHILADELPHCA DIVISIO: 
At Poiladeiphia, Femmsylvesia: ; 


Ee ee oc the t. Se savas 
bos.er Tusting | tabcrétory in order to determine tests which my heve 
en. conducted of samples of products deiiwered by ARAMKCO to tie 
Ss Se Navy wcder any of tae contracts listed ic the attactmant 4 
this reporte Am@iysis of the attachment snows that on October ji, 
LZA, modific&tion was side in the ther currert ostract, cancsling 
the Poel oil special, low viscosity, It is mted on Page Sixteen 
of reference repcrt taat @ reference is aade ‘< + hese tests. 













At Bashingtcx, G. C.: 





Will ate contest with cther Sovermeent = comracting officials 
in order to ascertain if products of similar quality were purchased dering 
~e pertinent omiréect perisode wich sight imlicaie tae carrent iret 

orice 


Cre 


+ eas Flavia tne: Ae Ul a > erp Me Pena SPA RRB at fiers or 
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Tig cast OricumaTEDaT ©WASHOBOPON WY muzwo. £6~1883 SHB 
mnG AT | SATE wes ARE ! ceoeie Cane | EPO MADE SY 
ey YORE 6/27/67 6/2 ,26,26/6) __ROMARD FLETCHER, Jre 
Spo sst ue mRT COMPAR FRAUD AGAINST THE COVERMEIT 
a ‘YCALIPORNTA "ARAPTAF SPMD STAMDARD 0: D OTL comma, es 
: Sy MOPFS:S CF FACTS: 


JOHN J. WALSH ebdjecte: ts flexible prices and 


same rate an Gall Fort's delivered ez first sub- fe. 
mitted by AMAETAN AMERICAN GIL COMPANY. Fixed “ry 


Get ae ea ee Gee He denies aes 
eeure exerted by his superior officers with 3 .- + 
rogsrd ve thle contract or inowiedge of prices sab- . 
sitted in 1941 ty this company. Sear Admiral 4. 0. 
SUREA, U.S. Mavy, retired, nec 3 meetings with J.T. 
DUCE, View President of AMADIAN AMERICAN Cii. COMPANY 
eel Sine Wee meet ine ee oe ee 
terms of camtvect $550212527 agrece ipem. Admirels 
mumem, A. Fo CARTER ced %. J. CART have ne knowledze 
of prices submitted in 154] by ARABIAN AMPETCAR GIL 
COMPANY . Aéwireais 4. FP. Cm ee and W, de Gael sk recall 
I> te,escones sélis beteeen themselves with regard to 
cemtrects with tiis company. Admiral A. F. CARTRA re~ 
calls no telephone calls with Mr. | ce UMAR, 
Tiee President, STAMOARD Cll CCHPANY °F CALTPCRINTA. 
poof iapbehdty askance regents +: position with 


1 
; woneneibee Migr. FO ale ia WTS tea Seater 


OS RPh. cel ee Pee Lape le ey Sette) eee oan fy MCE ER nates et « -- 4 - eee ARR RD 


ie te 
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SlaRimal Jil COMPANY C? CALIFORNIA Scteber of 1545¢ ; 
ok 

ax et | 

Report of al dzent Merrill W. Dreanan, WaniEase=-, | 
de Ces Sh7e | 
De Ses 6/20/67. 

: | 

Er. JOG) J. WALSH, SPANDARD GL COMPANY © aN JERSEY, 2 | 
ee ee eee ee eee | 
: ON — 
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negotiations of the contract with the ABASIAN AMEXICAN CIl COMPAEY. He 
Ae ee 
Supplies amd Accounte of the Savy Departement is 6 meine Officer. ‘iis 
duties s¢ such was to deal with sellers in arranging terms of proposed 
ccuxtracts purchased by the Esr;. Zhen terms are agreed upo a sencrandw 
of recommendation of approwel is submitted tc tho Beresc of Supplies and 
Accounts. Ii cases were the sacent is greater thage $300,000 a menorendun 
of approvti is subeitted to the Secretary of the Mxvy. 





fe stated that tre segotiation of the first e¢oniract in 1945 with 
the ARABIAN ABERICAN O11 COMPANY was drewn out for sewral weeke. His 
objection te the contract as first sabeitted by the company was that they 
asked fer a Tiexibie price based sc: current 0. 5. Sulf Port suctations as 
appearing in the Cileres Hews. Se felt that in # cortrest sf inis type 
oe Fock Bees oe ree tore eet ets Nee sre eines cel tvery wis to oe 
sede in the Ferésian Gaif teat it should be less tham for delivery in Gulf 


rwrt prices less approxisately é¢ per barrel for gascline, 1°¢ cer barre! 
fer diesel sii anc 5¢ per barrel for fuel cil, 


ee a eee 2 ee 


a tt 


ix to Bia per= 


ir. SAi55 advised test it. D. RB. MERSSCETZ, cenerel Petroleous 
Covperetian, 155 gerthne Prrcabonede—yhor s e Califomisa, wia the other 
Saval aificer whe obSected +5 the ficitie prices as ertzieally set oct ty 
the ARABIAN AMSRTCAS Cri COMPARY, 
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Since @ lead was set out in referenced report to intervies 
Mr. BODEMBCEATZ, 8 copy of this report is being referred to the ics 
Angeles Office for information oniy. 


Sear Admire] #. D. MBER, inited States Nevy, retired, Beaux Arts 
Apartments, 310 Sest 44th Street, Mew Tork City, adviesd thet & returned 
fron the Southwest Pacific is Jame 1943 and was assigned as Chief ef the 
Purchase Section of the bereau cf Supplies and Accounte until Merca of 
1945 when he wes utde Assistant Chief of the Mmrees of Surp_liss and Aecounts. 


He stated taat be hed received a letter from Captain CSTE <. 
HOOD, tcited States Reavy, with regard to his contacts with the ARARTAN 
AMERICAN OT%. COMPART. Se turned this letter corer to the writer and steted 
that he bed no dijjections to 1t being photcetated. fhctostatic contes 
ef Captain WO0*s letter are oeing sent to the Sercau ani the Easington 
?isid as eupleccres te this report. 








EER advices tet to the best 2f ais —— = ne 
nly three contacts with representatives of the AASIAK AMEPIC och 
abaie ime Cirst speting wae in August 1945 when MH. J. T. DE, Vice 
President <f the J2iRTA5 AMG CCAR OTL COMPANY, acvised hia that their 
s Tenure Plant was expecte: tc be completed in October of 1545. At tnis 
meeting no discussion of prices cecurred but ir. XE wes very ouce interest- 
Se ee eee 


Sait ae © eee ee ee ee ee 
tae terms of Contract #8Sex]2077 were agreed spor 1 rilated by ie. DWI 
J. WALSH to Captain OGG. fais is set out ic caregreph (6) of Captaic 


Was letter ss feiiows: 


* {b) Mr. Jobm Jo Walsh (formerly Lt. (Sii on duty in the Posi 
Parcasse Section of the Duress of Supolies and Accoumts) hes 








* 20 
Cees 
teae™ Stephen T Ceara ad aS; 
Poets bee 
pees Tern en 
Sayan ey hat ar aie ae i 
‘es : 
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®gitached to the Army-Navy Petrcleam Soard supposedly for 
support. and were eventually referred to you. Tsu 
called ar. faish to 3 meeting in your office with ir. 
mice, Ms Jemnam, « company lawyer anc possibly sf. 
‘arthelmes. After 8 tiscussiun of the Batter, ime cappeny 
effictale agreed on the Mixed orice formulas enc the con- 


trect ws sodenecd. * 


Acdpirel BUDEK ststed thet about Uctober or Nowember of 1946 he ned 
a tnird meeting With representatives of tne ARASTAN AWERTCAS TIL =—— 
with regard t+ 3 new contract. ‘This contrsct was entersd int at prices 
lower thar the old contract. Admiral KTH stated oe at the time of 
mesatizting tais last contract with the company Chey were uct as demanding 
of nigh prices as of tis tise of tue cid contract. 


Se stated that the abow informatio pertaining to wires agetin,: 
with representatives of the ARADTAN AMER “CAN O7L CCMPANY was Curr ened to 
Captain BOG in & ionghend istter of whice he does not heve a copy. 


sear Adwirel ANDREW PuaiCIs CalTEX, United States lavy, inactive, 
acvi ee cee ee eee eens 
oe Maren #, 1342 for the perpose of handling the Bavy’s petroleum probles 
and its tankers. He wes Executive ix ficer <{f the Amo<davy Fetrolea 
Soard as weljis Director of the Feel anc Tank Division of tis Offices of 
idee Cure f Newal Operations. The imry-Savy Petrolees 5oard became an 
ageacy of tas joint enhiefs of staff in isa3. Its femetions ware te 
ccormitinste satters cormeerning petroleum seeds by the ovrersess commmnd, to 
screen Steir requlrsuentes ami to pass along to the respective presureasnt 
See ees terre ee Of Lee Ste. eee ricee,, tatormet ice 20'bo sett reqared 


tc moet the cversess demands. Questions 4s t5 price were never the reeoonsib- 


ility of tne dray—avy Petrolews 3oard. 


aaziral CAXTS® advised whet Se ws interested in securicz the 
necessary oil productisn needed for owrsenss cpsrations. e stated tsar 
these seeds res és igh 2s fom alliion: berrels in a day. de had made 
nemeroas CELLS requesting te secaring cf the needed oil bs thet ame of 
these c2lis ewer dealt with prices. Se added that ie does sot recall ary 
eali fone Wr. 3. C. GARSEGIIL, Vice Presiient, Stender! “11 Company of 
Caiifsenia, regacdin- centructs with tne i2A5TAN AMGEICAE CIL COMPANY of any 
ecil te his brother Aduirel 8. J. CARTER wite regard te santrects with tia 








' Califormmia in Getober 19.5, st wiich time 35 aus gemerelly 
xeon that 20 was leaving the Mavy,if he would consider joiming that 
camceny. de stated that ne compiestec his terminal leave frou the Kevy on 
saly 9, 1546 and sailed for England on thst date to assume the duties as 
Resident Director of the United Overseas Petroleum Company, Lid., in 
Lomion and ir October 1946 he returned to New Tork to be Prasident of 
the Overests Tank Ship Corporation, 17 Best gath Street. Adsirs] CANTER 
farther stated that he knew acthing about the price offered by the 
AZABTAN ANGE "TAN OT! COMPANY fe 194] until it appeared in the newsparers. 


Acteiral A. F. CARTER made available a copy of his nemoremi-, 
dated Arrii 2, i547, <ich ts submitted to the Senate -camittee to 
iwest: gate vu Nett snel “efensa Program, Phctostatic copies of tils 
gemorencum are being forwarded to t&s Sureas ami Wshingt=w rieid as on- 
ecliogures with this report. 





Ties Admiral B. J. CANTER, mitted states Savy, retired, ceszrceri 
construction Company, Hoon 355, 6 Sest 40th Street, advised tnzt de was 
Assistant Chie? of the Borean of Sunciies and Accounts. ‘de stated that as 
sack ne "AS -merons contracts between the heavy anc sellers crossing his 
desks; aii such contrects irvolving sore than $200,700 hed cco De submitted 
to the Secretary of tha Eavy for fiscal arprovel. He ststed that «nese con— 
coacts were Pirst reviewsd by the Buying Ufficer amc submitted to his 
through the Chief of tne Frarcsase Section sit: Sheir recomendations. in 
cases where the Buying Officer and the seller could net come to terzs it 

Sci aa ke dae ae Me aie Ge He stated that his 
of the ocomtracts with the ARABIAN AMEX TCAN Cli COMPANY was 
EE ee ee of the 
Purchase Section with Sr. J. T. DE, Vice President of the AkASiAN ANE=I CAT 
<i COMFANY, with regard to the price to be charged for their ofl 
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the Navy. 


dteiral CANTER furnished copies of a letter dated april 25, 1347 
which he subaitted to the Senate Committee to Investigste the Nati 
Defense Program. Copies of this letter are being to 
tne Bastington Field as enclosures to this revert. 


ERLOBURES: Bureau and Sashingtom Field 


? 


i 


1 - Photostatic copy of « latte tar from veptein CHESTER E. ii, 


United States Navy, te Sear Admiral i. 0. NUBER, dated May 3, 1947. 


2 - Photostatic copy of memoruntum of Adeiral ADIRUW FRANCIS 
Cae. rts dated April 4, 1947 6 


2 = rhkostatic copy of letter dated April 25, 1947 from sdzira! 
W. <. [ATER to Honorable Burton I. Eheeler, Cownsel for Censie War 
Inwstigating Committe, Senate Cffice Building, Bashicgim, i. ©. 
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; FEDERAL BUREAU OF INVESTIGATION 
Tike cxan Gniconaie av MASH INGTOH, De Co re 46-1 186<: 





T ARABIAN AWEOTCAE GIL COMPANY; | FRAUD AGAIBS? TEE COVERXEENT 
CALIPOPEIA ARABIAK STAKDAZD OIL COMPAEY. ! 


ee ee penitent Ra Ht 





ee ee eee 








8 vw 
| synopsusorracrs. J. S¥eMOGAPREGILL, Director & Vice Presidest o. Standerd Oil Co. 
ef Teiifornia, and Direetcr oF arebian American G41 Co., claine 
\ ‘he had no part in pégotistion of instast contract. Stated be cnew | i ~ 
Pe Admiral AXDREN JwMGARTER well, but denies ewer hevine pauned aim 


ma re long distence ce seen him cerscnaliy for purpose of having his 
4 . intercede with the Havy on 0 Goverment contract. He claimed he 


ef could not recall discussing this contrac: with Admiral cai at 
Leg . | Say time, cut stated he wey have as he wes friendly amd sew C 


a _< often in Mashingten, D.C. Denies that CARTER wes civex joo by 
y Standard Gil Co. of Califormia because oF aseistesae to Standard 
q r Cli im commection with any coverzzent contract, 
. Ba . RR 
‘ idee Berean letter dated Mey i, 1547; 
Reports of Special Agent (A) MERRILL W. D2EBRAE, dated 
t ie Sgpit 2 and June 20, 1947 at Washington, ©.°. af 
LS > ‘ 
| . 2 % SAD +> > 
at San ~Sremetseo California 
| ine Iclicwing investigation wes conducted jeintly by Special 
| Agent HEasCE 4. SULLIVAE amd the writer: 


Ur. J. 3. McGMMEGILL, Director aud Vice Presidemt of the Standerc | 
il Company cl Califersia, 225 gash Street, was intervirs... et his office in the 
prsseace of Gr. FELL SETS » SeGeral Commsel and [irestor of Standard M1 Company 


of California. - SOT was procent in the cffiee of ur. ii Saale aac 
arrived fur interview. a 7 
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Mr. MOGARREGILL stated he has nothing to de with the operating 
emi of either Standard Cil Company of California or of the Arabian American O11 
Company, ultaoush ne is a Director of the iatter company and has been since 1945. 
G6 swated he would, therefore, crdimarily not have any comection with the direct 
negotiations of any contract, this being a runotion of the operating end of the 
OommEpany, aixi that he nas nO reeviiestion now of having taxen part in any part of 
the negotiations in connection with the contracts uentioned in refarerced reports. 
He stated he probably would have sene reeson to know that such a contract was 
being negotiated es « matter of peliey with which he would be sconserned, but that 
he now hae ne recolleetion of the =atter. 


Er, MoGAPREGILL stated he did mow Admiral AFDREM J. canTEee while 
adeirai CAPTSX wes in the Bevy anc that he was wery friendiy with him, He denied, 
hoearer, shat he hed ever phoned Admiral CARTER lone distanses or hed seen him ner- 
sormiiy “or the purpose of having Aim interoede with the Navy iz sc=mnestics sith 
ary comtract in which Stendard O11 Company was interosted. Ee claimed ne sould not 
recall ever having discussed these perticular comtracts with Admirsi CARTER, but 
statec he may have as he sew CARTER often in Washington, D.c. in ocnumection with 
matters related to the Petroleum Joard. 


At Ghis point in tie interview Mr. SMITH made the coment that it 
appeersd that the Standard 0fi Campeny of Culifornia wes being accused of having 
“pal. Jf" Admiral ASDREW J. CARTEP for favors done the Standard Of] Company by 
giving aime position with tne Standard O11 Company sfter his retirement from the 
Reavy. ir. SHITE tnen asced Mr. BOSAK“ECILL whether “his were trus, and ir. 

BOA aesiid, G00L65 it saphationiiy. 


@r. BoGAPSBCILi went om to state that Admiral CAPT? nad sen 
eupleyed Sy the Sheil Of] Company prior to his entry into the Favy, was well liked 
cbc considered extremely capeble, sx“ was given a {ob with the Steméard Gil 
vompeny of California teonuse of =is special ability. %e pointed out thet tas 
first position hela by 4deiral ca2Ti= with the Standard O11] ‘ompany wes as Seneral 
racer it Loncom, Mmciemd ci one oF Standard'’s sursidieries. Subsequextly, 
~warcer. (41 campeny Sec purchase: wes Takas Company's interests in Zurope and sad 
giver. Admiral CAPT? the position :f President of the Owerseas Tauk Ship Cerper~ 
tice cause be wis familiar “ith suipping problems and because the former semarger 
of the texas Company wes slated tc take over the position in Londoa. 


Mr. FELIX SHIT also pointed out et this point that ic 154] Bing 
TSE SSD bed seked Sizencial assistance of the Arabian American 011 Company. This 
cumpany Sad conceived the idea thsi perhass the finencisl aid which the Tine meeded 
could be obteined by giving the Kine a oertain amount of cil which is could 


of end theresy obtain required fos. $4, was to be sold at a low crise and 
tais law price was offered to the covermeent im 1541, >1t wes rejected. Rr. SEITE 


stated there was comsidereble dowst that the oi] products offered could be supplied 
with the then existent fasilities. He ra‘mted cat that ss soutrast ans over extersd 
inte and other fimencial aid ws rendered to the King, and that im 1945 the feet 
tee prices errived at were in confsrnity <i th the then existing eost price fer ail 
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in conclusion, Mr. MoGAUR2SILi denied that he had eny mowledes 
of any irregularities in comection with the negutiation of this contrect. He 
pointe? cut that in many instanses the Stemdard Oil Company of California and 
ite affiliates had loaned exeautires to the Eavy and that these executives had 
subsequently returned to their employment with the Stander4 cii Compeny. He 
voluntarily mentiomed the name of Lt. Commander WELIMAR, who, he pointed out, had 
been, before the war, in sharge of the Fuel O11 Division of the Stenisrad i) 
Company of California and who returned to that position aftcr his release from 
the Bavy after hering served in ths fureau of Supplies end Accounts in the Eavy 
during tha war, 
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poe ere eer Cantein E, YPAMEEFEIDER, USE, Priladelishts, 

| A » advises that eeu conteining ali inferne~ 
tion relating te teats centucted of producty 
delivered %; ‘ABAE TEE SMEATCAY CIL SCEPARY to 
the USN wilt he submitted to Captain CRESTEF 
MSD, JSR, Washincton, DeC., and copies of 
these reports usy be chtetned by this furesc 
from Castain GO. 
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oport of Syemial Acart WERRILL ¥, FENIAN 
teted une ZS, 147 at m%. Wesbington, 3. Ce 


ifoline, Mrector, Yavai Eciler er Turtire 
cyard sy *es contacted in an etteact tc deterstne 
haha "ET reve beer, seis aoaae of sammles cf creducte de~ 
ead try 2 AN gESPTCAN GIT ay Tht te the “rited States avy — any of the 
eortwatt c peed: ‘tn the schedule ox scmracts foruishes y tne “Nashinoten Fie} - 
fice. ce: Seutrasts ware esuae tr the United States Esvy to the wPerTa BETS 
SIL MLPay Pros ky, 2345 throuzh wecember, 1946, 
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&rmapolic, Herylend. 






Captain FRAV7-FELUER explained that in conmtucting tests st 3 
the Frilaielphie Meval Shipyard, each man makes 4 particulier analysis as to a 3 
certein desired quality in tie product, and each man submite the results of his 
test and a complete report is written, % swiped that this report contains tie 3 
results :f{ each test, ap well af conclusions and recomendations, “ stzted that a 
this report is mineccr ached, and copies of all reports are sent tc ard nainrteined 3 
s# te “urea cf pi es “By * Wasrintor, ae Ge as soit thet Lefore BAG rEe copies of 7 
these reports avatiabis tc the EI, ne desired tc obtain cermiesics from the 
Purean of Ships et Bashingten, oe -. 


capteis SANISPELoen eee scrtacted vaptein WILLA 
i, “ICHES, pares 2 of - Ships, ce 71h, Drilding Tes, Washincton, “. 72, end Jentain 
SLITEY wequested “RAPZAPELSER te send tec mineocrezted eories cf each cf the de 
giret reperta tc e (Japtain “IDSET} at Mashingtcn, D. 7. Captain “icKEY stated 
th:: “eo mould maxe these copies zrailable te Cap prada Cram. Se WL, Office cf 
‘e Juice Advocate Seneral, “Titec Stetes lavy, ¥ rs, De Sey Se the Fez 
@uyld somtact Cartas FOOD x. @ashin ton, De Oe ts sotain theee reprts. 





















scocrding ly, w2Auin SARZEPELIOR advised th-+ =e rill ie 
ME Ttesy sare to [Sain Hicral tc copies of esen cf the renorts cortaining 
the resuits of tests cf fuel sil end seme crude cil, which teste ere nade of 
sacciez of oreducts ceiivered a ‘re APADIAD gee f CLL ABTATT te the cnited 





states Navy under the comtracts listed in the eferenmenticnet schetle, A copy 
of the schedil e xrtaliong — sortrast . i 
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UNDEVFLOPED Laa0S 


TRE FAS Us FILLD DIVISION i 
a a Sa Ye ca ne Dee 


SS SaGiwTU, D.C. 


@ili contest Geptain CUROTED 2, alt, Office of the kétrceste 
GATAT Oty | Prd See Stetee Navy, st rmepuest copies of reicrts ecnteining results of 
Laberetory tests sate ty the Mares Sof ler and “irbine Lawretory, PRE .sielionia 
: Tevet = apyard, Phi lated: waa, reansrivedia, arc tre Experinentai ens Arnapolis, 
saxyliand. These tests vere comtucted on samples ci ieee delivere? Ly the 
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AAO TA. ROLLA. Cll KANT bc the United Mater | under poLiease listed 
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Tu:3 casa omomarenatT BASHISIGTUR, -.C. ruswo 6-14.35 : 

| CHT eam AT 4 aiTE Wi weew _ PERO FOR |“ WEPORT neacE ev r 

| j Worst SOARE 3 

68 ANGELES ,  Of/25f47 6/28/47 «JANIS RB. rey (4) 3 

i... sc es ‘ SR ee eee ae aoe een Py PORE LIES ED . 

j rrnue feet i CHARACTER OF CAME q 
SRABIAN AMERICAS OIL CGMFARY 4 
GALIPORNIA £REBIAE STAELARD SIL CGMPART | PEAUL 2GA.:NST TED GOVERSMELT 

{ ee 

By ete Peay cet conse a ee ee ee ceapnieeeeees 


e¥ NGPSIS OF FACTS De E. BUDEWSCEATZ, former fuel negotiation officer 
| for 0.5. Mavy. aiwised that he was previcusiy contacted 
regarding a Bavy contract with the 4.4. (11 Company 
Sy Bx-Seneator WEE and Mr. FLABAGAE of Srevster Commitice. 
me Stated thet he hao some recollection as to 4iffsrsesses 
of opisisoa regarding price of crude o1] asxed by 
representative of 4.4. cil Co. om the sontract of 7/9/15, 
ate ccoments on wuich he submitted in @ memorandia at tae tine 
Ea : of the segotisti-n. He Gia not desire to relyz co memory 
iF Tegaraiong 813 coments otaer than to say the contract was 
a! ie ewardec after taking into consideraticn warfer: S::i5re 
f° vy, 22 supply anc cemanc wnich wsouia effect prices in 1W<5. 
& ees } MASMSCEATZ aac BO pricr knowledge of the prises of 
| © tf gasoline, diesei end fuel of] offered to Goverment in 
Lt - ed 4 April, 164) by 4.4. Cll Company. 
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+ See Je 
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Ty Parma ee ne ad ti ba Ee onary oo — sat egeninrnn tone Be Son eh ate eg Oe 
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SEFEP EE: aezort of Spec:s. agent MEFERILL *. LEEMiAZ, Beahingmee, DC., 
dated 6/20/17 | 
i b eRe 


he, 
Ge June 2, 157, #r. CHALD EB. BODENSCHATZ of the waa” 
: retreieum Corporatias, 105 Jest Seoond Street, Los Angeles, (e)i fornia, 

waz interviewed cuncermizs 5is cacmsedge cf Eavy Cortrest § 5 sx iL i096, 
Gates July 3, 1%5 wits the acsBIAN AMZKICAN GIL COMPANY, having s total 

| waiue Of $015,335.56. Sr. KOCEE SCE T is a former Lieuterant iz tie 

; Guited States Savy and was stationed in Washington, v.C. from April, 13/2 
to Howember, 1945 dering whica tize os was a fuel megotiation of fiser, 
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purchase of fuel to mect the avy requirements. Ar. BODERBCHATZ advised that 
he was aware that the Breweter Comittee was making inguiry concerning the E 
wavy contrasts with the AXAPIAN AZZBICAE OIL COMPANY and that in April, 1947, 3 
uF» FLANAGAN of the Brewster Committees interviewed him in Loe Angelss. 


In May, 1947, be was furtner interriswed by ex-Senator SEEELER whan 
he believed was souwseli for the Breester Comittee, Ho signed ststencnts wers 
furnished by hin, be stated, because he had little information to zive son- 
cerning the particular contrect shicsh he negotiated. He savised that he was 
nesitant ebout giving any stecement conserning the contract a: mis date from 
aanory veceuse at thie time tne contract was negotiatec bs dictated a complete 
meaorendum for tis Navy fiies concerning the progrezs of tne negotiation and 
the details concsraing it which he does not recall at this ties, for thie 
reason, he stated, be would :refer that euch senorendua be relied won rather 
Teed eS at this time from memory. Mr. ROORWCETS stated that the 
2 contrast acgotiations with tee AHABIAZ Ad#HICAN CIL CiMraSY co not stand 
cat iz “his meEOrY SRY BOT’ Ven eny other contract ne negotiatec because during 
his ceriog of duty in Bashingtou, D.C. he negotiated mundreds of such sontraste 
ae many different oii companies, 





Kr. BOUESBCdATZ states tnet he was personally acquainted with xr. i. 
«. DBMHAM, Manager of Saies af the ARABZAN AMESI 748 CTD IOSSL ET, #itus wnom ne 
nerotiate: che gic iontract, anu tamt be does have some recoliestion as tc 
iifierepees of opimion regarcing the prices asxed for in the contrist. Ge 
stated that suck aifferences cf spinion which he ¢oes not recall at tais tizs 
would be refiected in cis semcramiue whice be submitted for the gavy Depa-teent 
sizes. Mr. BOOKESCEATZ stated that at the time Re uszotiatea the above contract 
wito Mr. DEESAS Ke was Got aware of any previous sf fer of tae AssSlAy accaicas 
Sil COMPANY in 19.0 or any time o?fering gasoline, diesel of] amc fuel of] at 
much iower prices; tha: at toe cise the contract of July, 191,5 ass negotiated 
‘CONT IRCT wat Fi melly scswptec after considering tne warious factors such 
Qs sappiy and demand that wai.c enter into suen prises in 13:5. 


MENSCILT. Mus G5iad if it would save sade amy cifference as far 
as tie Mitr prise of the July, iGi6 contrast mms eoncernea if he imew 
tant tne seme fuel was offered to me Goverment in 194) at « mush iower figure. 

- bod tant he would tg wmiie +o answer thet qesti-“g, ce staied that his 

sentiGned i: the a=" PEi2So@ solumn ome wi th the naas of Lisutenant 

M185 an being onpcsed ts the nigh priee of fuel which ¢ ne Wavy peid the 
AZABIAN AMERICAN iY CGGGEY. Se was then seked if ci che time, July, 1545, 
ae thought ‘os price be negotiated waa nigh. He would not state yes or ao to 

cmat question and advised that se eculd just rather stete that there wae © 

“i iTerenoe of opinion on the prise negotiation with ir. [ESSAM, tat tie 
meG7Pandu: Which he submitted at tie tims would bars contained ail af the 

ae Riis so 
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ar. SODRESCEATE ecvisaé tant is bamdiing the negetiat iow fcr tis 
puremase cf fasl oil for the Bavy be is every ivstanss sabaitted snch a. 
smeratdam which was Seat wp higher exthcrity ia tee Esvz which a 
the —- zs serovEs a the magotieted —- 
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Office Memorandum ¢ UNITED STATES GOVERNMENT 


TO 3 





Director, m3! DATE: = June 25, 1947 


Sac, Mew York 
“  Sonrect: — #iyap ay asmnican OTL COMPASY, 
OCALIFOMIIA aRARTA™ Starbamm OIL cOMPARY 
A FPRAID ACAD? THE COVEREEZ7 


Re report of SA Merrill W. Drennan dated 6/20/47 at Hashington, 


De ce 


it has been ascertained frau the Seaboard Construction Corp. 
that admiral W. J. CARTER, USE (retired), will mot be ‘c Bow Tork uatil 


6/26/47, & request for en appointment with Admire! CAZTER on tat day 
bas teen made. 


acmirel AWDEREW J. CARTER, SN (inactive), is is Masiing ton a 
at present but is expected back in New York on 6/26/47. An appointment - - Lo 
nes Seen ande to interview himat 10 A.M. on thet day. 


This investigation will be comieted and a report submitted 
ts tts Bureau end Mascington Pield Clfice by 6/28/67. 
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THE DIRECTOR 


é M2. EDT. he 
© : 
SUBJECT: Anat thm 
hastatant Attorney © 
indicate that the attorney General 
pinta -o lester addressed to = ittor 
ata! and fn 


afinasien in y toe seuenanere had indteated fre 
that the Favy lst a cantraect whick -Ga set te rel cere interests 
of the governazent. fi ais a 


a the war Tre Section 
eppett atated th. that . 
oy RB: 3 3 that the JrigiaaZd 
33 bad réguested the investicatton, Sounett wanted to be 
Wiss hed with « copz tke mencrancum prepared by the Criminal 
Diviaton reguesting the tavestigation and I toli him we had no 
copies other than our file copy aad i pcgeested thi he obigin - 


wet wae 


copy of the zencrandus frow the Criminel Divieion watch had 2 
pared tt. 


“ CBkest desired to be furnishes with copies of reporte 
which cre ere Pe tn this case aac < tolcd him that tn additie 
to furnishing reports t° the Criminal division, se sould 21le0 
furniah them to the Ciaiza Livision. 
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Office Memorandum ¢ UNITED st GOVERNMENT 


To ss Mir. De Me Ladd nate: April 11, BOT: Aaa 
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You inguired as to whether the sttached memorandan and report — = 
covers the request made of the Burear by the Leparteent. 








rt did sot make any deteiled rescest but saked that /. 
: horough investigetion of the complaint be made. ‘the ee 
attached repert and memorarian give campleta details concerning ine orig- j 
imal offer to the overmmnt in 1941 and the reasans why the Kevy refused f= fs. 
this offer st the time. They also contain information relstive ic the , 
reascss why the Ravy entercc into a contract with the Arebian American (i) 
Company in 1945, which called for the nayaent of considerebly higher prices 
thas were offered in 1941. 


W heve coniuctedc no investigation relative te the circumstances 
surroubtiing the negotiations smi awarding cf the 1945 contract, because of 
tne satisfactory explanstions given by the Hevy in refusing the 1941 offer 
ax: because there is no reasen to believe thet any fraud was precticed on 
the Goverment as a result of the comtract entered inte in 1%5. ‘The only 
questionable item in this regard is the higher prices paid in 1945. This 
in itself is not beliewec to be ar indicstia, of fread with the result that 
any investigstion concerning this matter wale be serely a fishing exped- 
ition. 


i da ® not, believe that any detalied investigation concerning the |; _/ 
awarding of tmis contract should be aaie in the absence of 8 specific reg= 
west by the Departeem. The ettached eemcranduz tc %. Csudle advises hiz 
that the Seresu will not candzct an investigation relative to this contract 
in 


the absence of s specific reqesst. 
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gation reletive to chia amirer wili Se secs in tie choenee of a specific request 


bs & Feecit of the iaform- 





of the enslseed revert, teget<ter with tas saet 








peemible te ths Rusgutive destin <2 tie Cammities, st 
as 8 En@e relative to furtke> Camtisios action. 


. Cade, Assistant Attorney Generei 
matter on March 22 and 2, 1% 


al 








g the esuree of the investigation ef tiie “ass, 11 we determined 
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FEDERAL BUREAU OF INVESTIGATION 
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CALIFORNIA. j ‘ARAST STANDARD OIL COMPANY PRMD £c41NST THE COVERIEHT 
SYNOPSIS OF FACTS. Informetion was received from the Departecnt which 


indicated thet sabject company cffered to sell 

gesolins Diesel o12 and fuel 012 to the United 
ee gets Government in 1941, mich offer was refused 
i by the United States ¥ iacy dae to the technical in- 

competability of ¥iddle Zastern oi] with oi] froa 

ae Other major sources. The complaint further alleged 
ae that the United States kevy in 1545 ourchased the 
Oh sods Sena commodities at approximately 100% more than 
the 144i prices. it was further alisged that cer— 
‘aia officers of the United States Havy mey have 
Sponsored the contracts at tie higher price in an 
irregilar samer. Inmvestizetion has Pankey that 
whe offer was sade in 194] to Presidert cconevelt 
ami the United States kavy, tozether with eed 
soverrment devarimntea that cad knowledze of + 
Sifer. The Office of the Jadce givocate mene 
Emted States Savy, tace availazle -=ackeround in- 
lormation certainisc- to tois matter. 





the = acqum referenced seiter encasced a copy of a 


are 
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Departaental memorandum dated March 11, 19647, from Assistant Attorney 
General THERGE L. CMUTIZ, which memorandus ‘= cuctsé below; 


*arabien deerican oii Der tae fe 





4 complaint ee companies named in the 
caction abow ax certain officers end former officers cf the 
Eavy has deen crought to my attention. The complaint is exh 
stantially as follows; 


The Aracian Baerican Oil Cempany, wich is tne ome 
er of comeessions in in sedi, Arecia, estimated t be worth 
$20 300,000 KG, is cummed jointly by Standard O45 of Salivornia 
anc the Texas Comnery, 


fin aprii c7 1941 the [rebian American 011 re 
Weick was toen mown as ine Ca,iformia gracian Standard 
Company, submittec af c_ier in witine throuch its rezresecte- 
tive, Jamez A. woifett, te sucply petroleum orodicts for the 
next five years tc any covernment departaent at toe following 





prices: 

* aa iine — 224 « ~lloa 

Diesel Cil — 75¢ a barrel 

Fuel Ci — 4¢ 2 caerrel 

Si. of theses sricas were f£.5.i. the refinery in the 
Persian Zit. 

mubsequentiy, the kavy entered intc ocntracte with 

the Sace cOmpenias for petroleum predicts st ve Scliowing 
rr icees 


isc line — eoproxisately 6¢ a zalion 
Diesel 912 — $21.68 a barrei 
Faei S41 — $1.05 to $1.17 a barrel 


cess prices were alee f.0.6. the rsfinery in the 





46 acecents in ‘ary and is now an of- 
aid. -adaeyll fiissn is recuted to be 2 
orders in 








a 


“ie of the junior officers “he complained of the = 
excessive orices teing paid tr the Ravy was Jobn aish, a senor 3 
iigutenant in the Favy, now exsicyec vy Standard O11 Company or 
ew vereey. Tre name of the stier junice officer is mt presently 


¢ 


“Ehile tee facts charged in this cazmclaint do not in 
toeaselves establish the violation of any fetersl qwisinal statutes, 
they do indicate the possibility o? such rislatiocns. I _srail, 
therefore, acpreciate it if you will inttists a eotvlets aad ticr- 
wagh investigation of the comp aint at your carlicst convenience and 
Shpecsle it as much as possitle. Please keep am fully sivised as tae 
investi-aticn orc cressea. 


Wlue@ compiaint 223 aiso been crcucht to the attention 
> tim Senate Comittee tc Inwetizata the *stionai Sefer. Prosreas 
cof wnich Semstcr brewster is chairsen. © 


S 


Tae Euregs letter recested a oe inwectization ints 


iis matter. sowmver, Qe t a curremt interest of tne Senate Somittes 


investizating the .ational fefense Pro-ren pact Sane tee), perean 
irstructicng were aociftied to tue extent that aparoets sroild be limited 
{2 te estaniisneert of tie fact trit tow United States avermment and in 
lac tae Tmited Sietes savy tas cipmizarnt rv we original eocfer in 


wos being bandied by captain SURSERD C- WOOD, USE, who as charge ef 
Cincressional Lisiser on investigative setters, 


CiTtein BOD was Lenahnatoes at which tise te furnished 
wae igliowing inforgeiicn comrerning the sary records: 


ae eXvlained tnat tne oor 









that une c riginal documents in this axtter wien veer maintained 
be praor tc 15.4 were transaitted to 
— the President at the time thet tze 3 


ehatae ten gues at & ties ae Aaa 
































reaching from Sacdi, Arabia, to the Mediterranean. “owsver, Cacsteain 
WOOD by contact with the cifice of the STANDASD OTL COPANT OF CALTPORSis 
in vew York City otteined what was represented tc nit te te «2 copy of 

the criginal offer. Captain #00D was wery careful to explain thet the 
information set out hereinafter wag ootained from the «fice of subject 
company and did not reoresent original Bavy documents. This latter, 
datec April i5, l:41, tocetoer with a memorandum and 2 oexosal are cxcte 
selow: 


“aeierrine <¢ the inverview which you so kindly 
avs ae on Hednescay, april Sta, pee in line with your request, 
I] a& atiaching heretc a ueacrandum covering tne existing situ- 
aticn in Swadi dratis. Aiso a prepcsai mich we hom will te 
accertta- iz 43 a means o7 providing ®ands fer the Sadi gratian 
30 vermee at. 


ertatives have nat migerois conterances 
with “22 Ying. cis Timancial sitestion is desverate. The Pritiss 
wrernae st eae Zour fortred tocusam! sounds and he is 
ap eee to have tris increased to sine tencred thousam! mounds 
sis omdget requirexut is conservatiwtiy sstimated at $12,000,007. 






“You referred to the focr Demish Tank Steamers wich 
aigut me utilisec tc tramspert finished petroleum prodicits. i727 + 
United States sovermment wili adreecs to tee King of Sandi gratis 
$6, 9% , 20 ammaily for tue next fies soars, we feel confident that 
we Can WOrk Cot Wiis toe jing am srrangesest abereby be will deliver 
throuch us tus lc.sswing cuamtitiies of petroleu: srodictzs, and et 
the orices mentioned: 






FeGeie Teip 
4 


Pyr Sif 
1, ,005 cauS. of Gasoline at A Sorts 
2,569,206 rELS. Of Diese) O13 at TS cents 

3 AG 0G PRIS. of gusi Gil = at % ome 
<1 ee 





nant een 
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custcas/ has prectically disappeared. is exoenses have teen 
{ ms ms cee 


a & we 


®rhe King's nornai reveme /fros Pilgragaze o:2 
jot only on account of the war, mt 
= foreet to 


very seterialiy increesed. 


feed ten thonaand of his sir ijects. 


Cue to the crought taié oa5t j,ear, SO tm 
*] sincerely trast tnat som say aay be found under 


existing legislation to provide Kinz Ibn Saud financial ase istacce, 


which Se so urzentiy peecs in order to aaitieain his Scverneent in a 
stable condition, We believe tat unless txis is done, ent soon, 


* 
a 
o7- * 


s very sincerely 


tits Irdevendent Kinglog an¢ perhacs with it the entire ara: wrild, 


be *tcrown into chaos. 
SP 
(& de de mol FETT® 


Zt aininniisihtterik 


"le precicert 
"32 .otwe 3S 
ee 
SaaS 
Saudi aracia formerly depemed 


aha 
Pi. primase anc customs duties te 
Wie War, Wis Tewme cas 66h re- 


1c 
i 


os 2 
4 


Sing Its sawed of 
sc the FTSewemie Loa tre 
=e 


Lar 22d 
linance C16 Ji werient. 
iced << & negiigitis aacurt. 
Whe only soonomie resources 3° any Suistantiai raiue 
of Saudi gracias are its cil resources, tue cevelopment. o7 erich nas 
3ta on accoust of the ware 

ged Riseeif, and ws 


ceen seriously interferrs< « 
“Sie King cad priveteiy expres 
imijewe sincerely, 46 sircrgiy pro-ally. =F 











Scountries, nor aacng s-éiees the world over, comands orestige 2 
equal tc hig. In order to feed aid maintain control of ids peoples, 3 
ahich is essential to maintain his prestige in the arab world and a 
elsewhere ani tc prepare, ever in a moderate way, for squipping q 
nis can soldiers for service, be estimates that he will reccirs 
$10,500,000 per anmim until the emergency has pessed and he recently 
Gemmnded that the Selifornia grabien Standard (il Company supply bia 
with §6,300,000 during tae year 194i. In addition to this, tie 
eritish have premised his £00,000 Pounds (1) sterling turing 15/1, 
aiich he hopes to inerease to 900,000 Pounds (L). 


Fageaduy apatite informatica which =e nave teen atle 
“ cotein it is aur cpinion taat the King's estimate of $5,900,003 
for this year is zoderete ard cicse te 2 ini figure for esesn- 
tial axpendi-ures,. 


Wine California sratian Standard Cil Company cms an 
Oi] comcessicn in Arabia casisting of approxiastely 162 ,53),°00 
acres and embracing a:i the probatie cil territory of the co:ntry. 
Tiis area is apprexziaateiy eqoal in sise to toe states cf taliforrnia 
ao iregom. Tme crizina, concession wes seqiimed in 132 and runs 
rae Bas The rewainins area was aceired in 1°35 and rors until 
i909, Toe somoeny is cf Soerican metionality; am % per sent is owned 
oy the Standard Gil Compery of California act gsi inaiat Soc dt Texes 


160 000 beerican stockhsliars. 


% nae Soe ade cabs gk ab a By ey ge cea bas 


Tie deve loument work comsenced in 1973 and to date the q 
barrels of crude cil reserves end tieyS are many otter stroctcres of 7 
cmaigersnhie progise on this ecncesgion. The a Sartset oi) 
company has wo far spent ecroximately €27,91),0% s on this dewlee 
mex, In addition, eee 
faevere royaities &,50 7. It hes now om to 2 point 4s 
impossitie for the company to contime the growing 
einiiity of fimamring an indepen try, | 3 
ee ee Sous vee, die’ Kec is deaerace. ie nas 

S mcessary financial assistance ia imardiately 

aaa ea es e for the stacility of ats ocantry. 































"1, We propose that the United States Jowersment purchase fros 
the Smdi Aratian jowressct finished petroleum croducts 2s 
the walue of six million dollers ammalis Scr 2 sexicd of 
five joaree 


“te Tie company will contract with the King to produce, sam iac- 
amt lest suc products for kis account at a Persian 3all 


* . Ze Hing Wial waive reyaity cn an amount of erice cil cor~ 
responding at current royalty rate to §6,790,00. 


[0 The prodacts taken umier this arrangement, excert thst tasen 
for use ty the 7. S. Navy or ctaer 0. S$. Sovermmert purocsrs 
within the area, woulst hare tic be moved citside an area ap- 
prokiastely selined as follows: Egypt, the “ast Coast of africa, 
Scuth Africa, sistraiia, imtia, tus Straits Settiewents, cnins, 
dapen anc possibly the Pniiiosires, 


¥ 
: 
: 
t 
§ 
: 
: 
: 
ad 

d 
in 


toe prices of certain croducts to be si gglied cver an agrees 






i. Sc suggest toat sur Ststa lepertaent approack the tritisn not 
casy to increase tos amount cf aomey which the British heve 
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Captain MOOD indicated that on Merch 13, 1547, he re- 
ceived an cffielal request for information fro= ths Brewster Commi ttee 
ee eee oe ee ee CROP ATs 
form om darch 14, 47, anc the original was transaittsc w the Comait- 
tee. Captain MOOD made svailable a com; <: this memcrandsm and the con 
tente ere quoted below tczctuer with the enclosures theretc,; 


*l4 March 1947 
% 6h gD 


"l. [etrodection, Gn aarch 6, 1947, ur. James & woffett is-~ 
Succ & statement tc the cress ir which, among other things, 
aiisced: (1) In 1641 tie President, on the adwice of tie iavy 
Tepertasnt, turned down an offer of the srabian-imerican O11 
Company macs tim Mr. so5iett, Chatrauan of tos board, te sei 

ae teachin proGucts te toe Savy et the dockside in the Persian 
vail, {2} recause of ite ‘stlure to accent this offer the sovern- 
meri mas ‘een forced to ney for petrolecm ‘frou the same source at 
prices ‘ar in excess of teose contained it the original cifer, 

(3) me also called attention to tie fact tist former army and sary 
ofiicers who, while in unifora, were in a position to effect govern 
went pciicies, are now im the emplcy of tos comreries involesd in 


®4. Toh the recorts availanie it appears tnat tie foilicwing is an 
accuras corenclegy of tie aighlizcts cf ths veckgrounds 


(a) dre Wc ett sade cis cifer to the President on 
about apeii 16, 1641. ‘The President referred the 
matter to the needs of eaveral srenties incinding 


(¢} In a apmcrandam te tie Secretary of the gevy cated 
17 May 1641, near Admiral & 4. Stuart thes director 
of Raval Petrcicas eserves reccemended against ite 
proposal primariiy on the basis cf righ suleoter coc 
text of Srabian products. (Encicecrs (j). This 
pencrandwms war siigetly perspurased ant sent in ea 
seacranies from Goicnel Euox tc tas Presizest dated 
Hay 20, 1G4ie (Beciosure (5). 
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“c) 


*(3) 


xe) 


-) 


“<) 





§o information is available as to what precise ac- 
tion was taken by the President in finally turning 
aqam the offer of kr. soffett. 


It is amderstcoc thet ir. wotfet? gnbesementiy re- 
tired from tie company because of ili health and 
Later flied mit against the comany for approxi- 
mately $6,000,000 for non-payment of services ren- 
dered. 


In 1944 aten announcement wes sade of & pipe line to 
be bailt from the Persian Suif to the Neciterranean 
oy & Sovernmert, Mr. Morfett made 2 statement 
in which be sade virtually the same allezatio:vs as 
those referrec to in peragrapa 1 avcre. This state 
mert «es sutlished in the hational Petroieus feus 


iseue of Maren 29, 1944. (Enclosure (Cc). 


In Petruary 1647 a Ur. Rarthelimess, a former Washing- 
toe representative of the brabian-American 0Cil Com 
wary, addressed e letter tc the President and zave 
copies te the nress in which were contained aliega- 
ticas of a natures related tc thoes cf ir. ix: fait. 
*rese aliezations were answered by the Javy Cfftiece of 
Putiie Information on 27 Yetruary 1947 in response to 
queries ty the press. (Enclosure (5D). 


Snortly after ur. Moffett's statement, tne sress 
queriad the Bavy Decertammt es to its position with 
recerd te these aliecations. In view of the Kavy 


Depsrtwent's psciicy to aske no statenenta %O tie Dress au: 


tee bud no objection tc the Departuent saking such 


answer as it sam fit and ipecifically asked that no an- 
mouncame mt be mace by the Department toat tie Comities 


did have the astter unmiler advisement. arccrdingly, an 


ansusr to the preas query was made in the iate afternoon 


of gerch 15. (Enclosure {7}. The text oc? this answer 
was telephoned %6 Hr. O'Connell cf the tomeittes shovt 
5c) F.al., Karch 13. 
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#3. The crux of the situation seems to lie, insofar as the Navy 

is cmsrned, in the sccdness of the Secretary's recom: andstion 

to the Presiden: that tne proposal be nct accented. And. from the 
record this ctecomes a technical matier inammch as we are now csing 
oi, iro= the same aream that which was turned dom six years ago : 
by the Havy orimerily because of its high sulpkcr content. iigh- 4 
lights cf this particular situation are es follows: : 


®(a) The reascas for rejecticn of the zasoline anc diesel 
Oil appear racic. The reason for tne non-arceptarre 
of toe bunker foei oil was given as a sulpmr content 
in excess of thet allowed by Mavy specifications. In 
actual fact, in iSéi, there was no licit to sulriur 
content in tne Eavy specifications, aitbough tuere 
formeriy Deu ide & lomit, asd 2 hish micmer content 
iid: aheaye Saee ecmmidered’ uatesis ti@e It therefore 
appesrs that a superseced scecification for tinker M21 
ist have been used in error when ibe mesorands rere 
prepared. {See enclosure (E}. 


“(<} It is understsod that Admirai Stuart nes mo reccliec- 
tice cf the incidermt or cf having writter. tie sear 
anicgw. ii is farther understced that tris request for 
ES re gee int one of many sizilar requests 
received br nis cffice from time to time. It did not 
com der the official cognisance of Admiral Stuart 
whe was charged only with ovgnisance cover the Naval 
Petrolene Seserun 


*{c} although rejection of the oj] was cased primariiy on 
ste dtone tion apaoneneoglesge gps -angpoe Hemel 
retary Knox's aemorands, jt is casy see in retre- 
spect that other ressoss fer sech a rejection night 
have besi raised, as fer example; (1) There wes an 
cver-producticn of ofl products in the United States 
st the time. | of screigs of] would paw besa 
greatly resented ty the domestic industry, {2} Qrtremseiy 
Righ cost, sith the Mediterranean closed to guerican 
ee, 0) Sees Se ee ee eS 
ewsteal cistriition for naval use, (3) Imcompatitility 
(samitatiltty te ax with oom other sels) of the 
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@. It ie a fect that the Navy is now using cetroleum products 
trom this samp gource and bas beer so doing since iate i 1944 and 
at srices in excess of those quoted by ir. Moffett in 1641. How 
ewr, the current prices are extremeiy iow wher: compared to others 
in tre worid market. frurthersore, ctbey circumstances heve s0 a 
aaane an to meke its present use highly desiratic. For exaaple, 4 
tae caneral quality of the refined products has improved consider- 
e:ly {See enclosscre (8). Thare was an crer-nroduction of domestic 
fvel in 194]. 4t the present tims domestic Mel is in stert sucrly 
ast the use cf foreig oil haz secoue a virtual necessity. In Kui 
<here were few uses for naval fuel west cf Samedi or east of the 
een tert Atlantic, rejatively iors hauis from the Persiac Sulf. at 
Une present time, all of the arabian fuel is being shisped to the 
testert Pacific (Eariamnas, Ching aN Jeph) 66 Liat transportation 
sceta are lese tien Wxse Sich would be insoleed = wits 246. from any 
wun maior field. Tims, the problem of incompatibility ef tue of] iz 
greatly reduced and offers no operating cdivficuities. 


s5- 0 amaly8is oss deen ande ty the kavy Derartsent as tc the va_id 
sty of of. Moffett's statement toat sillions would have teen saved 
sis crizinal cffer been accepted. Such an analysis wold iniclre 
macy factors, such as, determication ci were the oii muls sai beer 
meecec si that time; the transicriatic: ocste inyoiyed teaed on the 
Tumer anc types of tankers avaiialie fcr that speci fic service; the 


cost of the logistic problem involved oy virtues of the reiative in 


ia 


eceraticility of tne aratian 011; cossitie ices is bellizerent acticc. 3 
Ce ip & dong Gok Malorions Conk asd ic view Of the tan chet tin = 


S10 was opt considered suitatie for lsvy use at that tise, the cea 
7i3c acpears to be a soot cm. 






Si. ihe Savz?s coments on the allezstions asde by dir. “ertoeimaess 
zre fully sosmtained in the anewr to the press sade on that scbiect 
and herewith enclosed as enciosure (T}. 










w’. Other tham that above, the Sary Jeparteent bas 0 comext tc 
amas Ci tle ailecetions sate bs ¥r. ic ffett and Mr. Sarthelaess. 
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°. This memorandum was orepared by Captain Chester C. roo: USi, 
of the Office of the Judge Adwocate General sith the advice and 
asst sree of representatives of the Surem of Ships, the “pureaa 

> Sappiies and Accounts and the Director of the wevy Petroleus 


= 
pene ee. 


SC:ZSTER C. wOODe a 











ert hier tO Y 

"17 way 1941 j 

POR THE SECHiac’ 3: IHR watt: 3 

1. <I baw imvestivateo tre s0ssibiiities of tise vavy using = 
oii from Saudi Arabia and i find conditions to be apcruximately a 
as fclicwss 2 


®c. The gasoiine Las a ver~ iow sctane qumber, a.ait ~%, ’ 
mich correspencs to 2 second prace sasciines in comercial use 2 


o> 406 country. It couid not, therefore, be ased in airziane 
service Gut coulé under cecessity te ised for ordinary cercoses, 
t.uamush aot acwisabie. 2 





“Se The Dieses fusl cas cetane mumber of §5 ard conld be 4 
asec froc a purely cperating standpoint, ut om account of its 4 
high sulpiur eantent its use is inadvisable and is mit recosenied. E 


tos sulpbur cotitent is 1.5 tc 1.95 zhile avy specifications have 
a maximum lisit of 12. Tos sulpmur would pave a very deleterious 
corrusive effect on the eximust sysien 


ie fie Dei cli is oF 14 £71. re lamar Reape Guorined 
35 at ize, Pureiy irom am opersting stamiocint thie fuel alan = 
cocld be aged, but again its use is nighiy epee ioe savai a 
: weiseis on scooant of its highs sulstur entest. 3.$%/ Ear = 
a scecificatione sulohur i=it iz under 14, : 


| *5. The exhenst gases would have ¢ very sericus sorresire a 
a effect on the uptake spaces of naval snips and would also provebiy = 
Br tae sericus Sisomfert ~ if st sore beraful effects — to the Ee. 


ral 
a 
¢ 
4 


ft eee ee Sete ye 
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G The gravity of the situation is apprecia’ 
of these fuels could only be reco: 








"]. It is possible thet uss for s lerge part of these fhels xizht 
ve found in the merchant service where the fuel specifications are 
not ao strict for cbvious resasmme, 














Gisy 2, 1941 






ly you sent we & seucrandum concerning the matter 
a f civing some financial assistance to _ ting iben Saud 
§ aediam of purchasing § 









of i 
ve effect 
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Sy appreciate the crerity of the situation in the idcdie 
East and it needful, wonld be ,lad to see the sali sum of money pee 
amier question devoted tc seczring the xwilitary snoport of King 
Shen smud. I do mt believe, however, there is any sounmi business 
reason for sixing that help a> with the purchase of the type of cil 
produced in that field, 





/s/ FRANK BOK 





jew York - James &. goffett, oil man ami former federal 
«using adajnistrator, answered here March 23 tavy Secretary Guon's 
claim that the srebian pipeline ‘aarks the birth of a gemins 
Serican solicy on foreign ong ur. Hoffett asserted that nox 
‘had termed do@n «a oropositicn in 1541 th h which wirtually an 
aniimited azount of of] would save been mate available to the jsry fron 
aratia.' 






xt gt 





ited Gifer #25 mate oy me to Presidsrt focserelt, uke 
reierred ae ia Seerevtary Sncx,' Hr. woffets said. Gade it tee 
avy wold beve received forl ofl at stout (0 ets par bbl. and j22- 
cline at 24 cts ser gal. in the Persian Galf. The proposal did at 
imvolwe the exyanditare of am estineted $135, 00 O te 145,005 5 
= taxveverse awwy. It called fr loading the oil dizsctiy and with- 
ot delay on | ae Persian Gall docks, sith sater deep encugh 












er. Hotfett, wo at thet tine was chairsan of both sakrvin 
Fetrcleusz Co. and California Texas Co., said ip ied newer received 
official explanation why his c’fer had been refased. He pointed ant, 
however, that the coeranies cperating in Arehia bed been forced to 
cartsil their sales after the csturesk of tar, ond King ttn Seed was 
Sanethnted MES Mis Metntiing Saye tions.: Re AIOE onSt tee 












to give Ita Said cash tarough 


King $6,000,000 and were asked for another 
was 
al ms thwarted because tie country 
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$t said an arrangement was finally world ont for 
&@ §450,000,000 J. S Loan to the Briticth goverment with the stip- 
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iPM eienteoemee 

ieee ee 2} pe truary 1947 
Tins Caiier ery Aoswer 8 DeHe 
2» Horta, HeY. Present address Cast. VER Honta Tiste Car. Cock 
BJS Sun moecce MacPall, USH Avwe., La Jolla, calif. 

(et)? 


61530 weme tc MBs: a report, called tc the atiention of the 

ya Savy Department states that the samles of feel of] mr 

chased in the Hiddls Zest were adjudai ‘unsatisfactory for 

avy use.’ The avai Soiler ent furtine Laboratory tests 

funi sempies for ee ee ee ee 

estel.lished for naval use. While this particular 

oil, does not meet the speci Mrcaticons set =o fer ae 

wal ute, i.e., aot teing entirely compatible with feel fron ‘ 

aii other sources. The sigh paraffinicity aay preseat only 

& protiem ci handling a storage. When secreceted ani used : 

alome, the foel is siitatis. It is a common practice of the : 

savy to seyregste s*cczs of high pour md incompatible tt 

othernise satisfactary fuels in operating areas when tasti~ 

cal requirements dictate ite use. This perticalear feel is 

sappiied caiy to ths Sestern Pacific areas. When bandied | 

place ges ty woman Se pecinge png the wd 2 
et Phang ue nme solved ths aiiealt lng 
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“certified and accepted. Unsatisfactory fuel is reiscted, 
Doubt?) cases as reierrec to tom Pureau of Siipe for de- 
cisicn. 


“It should be mted that the Navy's arrancenert with Persian F 
sulf re@iaeries has been in force for over three years. This 4 
source is conveniert tc tix Operating areas ic which it will 

be used; Americam sources of sisply med not be tappei or 

ctierwise adppleted to serve the meds of the 7leet. 


"ne G@vings to the Gowrrmment through purchase of this oil 
are of considerable sezmitacs. were 011 procured for use sf 
naval forces west of Pearl Harbor curchased at the nesrest 
and lowest-priced Jeerican source, the cost at t>st source 
vould be i2§ greater thes the price paid the grabien gragrican 
ii Company. In addition, the cost of transportation from 
the United Stutes saarce tc naval forces in the far Pacific 
would be considerably greater than the scet of transportation 
froa the Aretian geerics: Company 2:5 -ing points, 


"163? Memo to POs: In response to queries it may be stated inat 
mj 4 General Court Martial has been ordered to conrens Konday, 
warch 3, 1627, at seval Gun Pactory, Wesh. BD. c. for the 
ial of lt. Cdr. Edward H. Littis, UG, of Tucson, Ariz. 
& Decatur, iil. Ho other info evailseble, 


S149 Mews mctnorises peecetime Proncsed '48 bdzst President's 

ZiS 5S sews streagth of Mevy? caliz for owrelt Padget Nee- 
etrencth £73,256 £328 
(Approx. id% af- 
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“ihe proposal that tne Inited States advance 4 sub 
S:aitiai Sui Of Goney to tie Eing of Sauci Arabia in consideraticn 
of celivery at a future time cf quantities of petroleum fuels was 
sate to the President <f the United Hates in 1941 by James &. uof- 
fet, ti in the explcy of tie scerican arabian O11 Compary. 


“Tne proposal was referred by the President to the 
Secuetary of the Eavy, eio recomerdec arainst its accertance. This 
reccamendaticn dealt solely with the -elatively poor quality of the 
Aré.ian products. in several resoects, ticse croducts di4 ant meet 
the Savy specifications, which ‘act «uid haves tarred purchase re— 
garcases of any other circumstances, 


"Since then, tis quality of tie oroducts hes imorcved, 
Berid conditicns and speratin: areas cf the Savy forces have usrhedly 
chasged, These fectars, togetoer wits tie extreasiy icw price which 
we are curremly peyinz, make tne use cf the products highly desiratle. 
Trarty-cne per cent of the tctai Suei curckased by tue havy comes fron 
tmese Sy: Poekes 


Bvcicsare (F)* 





case were octained from Gartain WOOD acd other sources ord eve set cut 
celcw cor future investigation, if remesied: 


Rear sfeirai = 4. SUA 
Se Eeaewks Street, 3. %., Fashioston, ©. C. 
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rs 
eo 











’ c/s Genera) Petroieun Corporation 
= XB West Second Strsst 
a los Angeles, California 





7 Rear Admiral A. 7. CARTER, USN (Inective) 
: President, Overseas Tanks. Corporation 
15 Best 44th Street, Jew York City 





7 Vice Admiral BW. J. CARTEH, USW (ketired 
LL Hall Street, Room 2301 | 
Ses form, 5, Hew Tork 
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APABTAN SUGKICAN OTL COMPLET , 





e There 1s sttackod herewith a copy of & ecif-explacastory epartesstal 
conorectm éxted dnrch 11, i9aT, omtitied "Arabian American 011 company; celi- 
fornia Arebien ftendert 041 Compeny”. ¢, 1D 3 

§. ¥\. 


iamedietely apon the resets: cf this letéer in pray offices i¢ is 
decired thet this esse be tecigred tnd thet it redeive eontineccs attent ca 
wtil it is trang to a legisai conclesicn. Frise to any active invest! gt ica 
. being condueted it ie desired that tre igent +o whom this sewe is ccsigued re- 
Pha leaedhcinctadseeght fiie for the carjcese of cbtaiging additions] inforeation 
~ Pespese.on of the Seterteont wich hee nox heen formiabed t the Screen. 


it fe Sogired thet your office 4def ively deterzine wacther cr aot ine 
Sheet core Segetly sete 8) 2 er éoffett was actually aade te tie 
Sovern-amt asd to the lavy “ecerteant. tocunentary evicence of tals clfagr sheeld 
be clteteet. in the event the offer was uct sede directiy tc the isvy Desarteant 
bet Tether tc the Oovermment ia gecerel, yor should determine shether tbe 
, S zomledgs af thie offer before ewering inte toe comtrect site the 
vasifermia traeian Stenderd Gil Comecy. Ir. James 2. Seffstt should be 
ly intervieusd concerning this =xtter 2-4 sy scomnentery evidence such as letters 
oF awermms sveuic te chteined froa bia. is tr % your inguiriss 4 fans 















Set ote nee 
ing the : rerzlte of your rps should be wenivad tg the a 





: Soffer was sate it in deaired ene ¢ comprehensive inveeh estas 
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Waghingto. Fiele of fies 


pe Ge VY. Bartholsess shoaid be thorceg.iy interviews concerning his 
sineledas of this mtter, perticalerly the letter be allegedly wre-e t& the 
srasidert comistning sboet the exrbitent srofits being realised by the irabian 
haewiees <11 ocupan;. 


1. will be asted from the ettached sewrendw that this complaint hes 
beak Ureegit to ime ablentiei of Via esate Cities inwestigesing is sational 
raf ence Program. im view af this. t-eether with the bellaf cf ine Departaent 
tint over 250,005,008 ts ineolwed ix tats patter, it is desired tat a smmlete 
acd gomerebensive report be submitted tc tks Bureau Within tcirtr -aye sf the 
Gate of hig istier. 


iL. suciiiarry offices should be advised of tas laportasce -f «>ig invee- 
tigation end requested te investigate ail leads iamedistely. The tureau desires 
tc be ls seeession of compiste onvomastion sonceming this aatter before any 

acticn .6 -aexw. 5; the Sera.e Coemitiee investigating the jiati-asl lefe-#: ‘rorran. 


.F@ oopiss 2 all revorts should Se sazeisted. The seriits if thig 
investi geiion siosid wot te Sigccasec e1h the Inited [cates (ctor cey i: tine 
pacar ingetter fom the borate, Att indivicerls and compirics 
ing the course of this investigation should be advised viet 
beter cade st the sequest of Sssistant tttorney Sererel 
Sandie, Sereptaent of Justice. 
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this semorandem is to advise you thet the Srreau is in 


: The of | 
receipt of a request fron the Department tc investigate possible frandulent  -~ 
activities on the part of umknown Navy >ersonnel in connection with the award- |. 
ing of a Navy contract with the prasad Aretian Standard O11 Coszpeny to snr | 
fernish gascline, diasel ofl end feel oll to the Navy. It is believed inst . , | 
over $50,000,000 is involved in this zatter. fs 

a $i 
COBPLALET : ae i & 


&ccording tc the information received froa the cepartasnt, the Caiifor- 
ais Aretien Stemdard O11 Company, oc® x.cmm 35 tbe Aracien American Ji. “many, 
in LS:i submitted an cffer tc furnish 911 and gasoline tc my Sovernzent depart- 
mer wt certsin crices. Subsequently, the Havy mtered into contracts with the 
Same company for petro“eum products at crices approximately one bumcred per cent 
gore than the origina: offer. After = zi lsred isheciae of these high prices by 
ec isvy lieutenants, s ur. scSerregiti, the cirecter of tse irebian Aeerican 
So Sea yd eee ees Whe was sither chairman or 
tivecter of the Army-avy Petrciews soarc in Washington, - ve be Admiral carter 
therecpor contacted cis crother, Admira: 7. 5. Jarter, wm wes the executive 
efficer if the Duress :f Supplies anc Accounts of the Revy Lepartwent. 411 od- 
sections to the nighber crices sere immediately withcrawm anc the contrect was 
simed by the bavy Derartnect. 

& former suployee of the Aratien American Gli Company and the isdivi- 
mpl who negotiated these contracts with the Javy, allegedly srougtt this te 
the attention of the president and zis cointed cut thet the fuel oii 
Sarnisked wder the contract had been tested ty the United States Neval Boiler 
Testing Laboratory in Miiladeiphiea anc prowed wifit for z.sj7 use. Doegite 
this report, the Zavy continued tc Say the fuel cil and hes recently ustered 
inte a new contract witt the drabiz:. dsericen Cil Ccompeny. 


Thies infereeion hee aleo beat mois to %> the attention cf the Sunste 
Seialicken aide ia iaeedaieehias the Satiendl. Sateesa Sreaeun oni tad we tae 
vestigete this matter fully. ae Zeveet’ tied of ee 
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| : cuamacrmn or cama 
ARABIAN MABRICAN OTL CORPANY DF seca erates | 
‘CALIPORSLA ARABIAN STANDARD OTL company == *HAUD AGAINST THB GOWSPHMEE: 


La a: = 





SN apn RN IE A MN Aer ete al 


SYNOPSIS OF FACTS. Pretosiatic copies of lsboratory revorte 
of United States Naval Soiler and Terbdize 
Laboratory ami semorandua to Assistant 
- Secretary of wavy, cated May 22, 1547, 
i obtainsd and teeszmitted herewith. coa- 
rf. parative set deta of oi] from Persian 
ee Galf and the Jest Coast, Suif Coast and 
‘ Caribbean area set cut. C. HW. SéXTML- 
OO A MESS oresentiy rem cted residing at 
ge ee St. Seterszurg, Ficrida. 





pares: File 46-33326. 

Report of Special Agent J. Bernard Coox (A), 

dated Jane 2%, 1947, at Zasninzgwrn, Db C. 

report sf Special Azent gathnonry J. Splendore (4), 
. stated Jume 25, 1947, at Philadelphia, Pennsylvania. 
oe <j, Meng letter to the Bureau dated Jue 2, 15470 


= 


Captain CaiSTER CS. WOE, Oifice of tae peocste 
, juited States Savy Departusat, turned over to te writer 
copy of the repert dated Sertamber 3, 1046, $771, ead a copy 
f the report dated Jue 4, $47, ORE RR, FeErS® Senior’ 
Sy. 


| 
| | 
| 
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the resilte of tests made by the United States Sclier ant Turbines 
Laboratory at Philade:shia, Femsyivania. Two pactostatic cooies of 
these recorts are Seing transmitted to the Bureas with costes of this 
repcrt. 


It is to be noted that the resuite of the tests did not 
give *hbrand® approval to the semples cbtained froa the production 2f 
tee Ras Tamure Piant 2: the gravian peerican 11 Company. Ca-tein 
“on StatSG that Sore’ approval was usgualiy given only to those 
prodsets which wat the highest Savai svecifications. Sowever, the 
fect that these cmoducts did not hawe the so-called *hran!® apmroral 
aid not mean that they could rot be ised tut oniy “hat they did act 
meet the highest specivications set vy the Navy. 


Cactain WOOD stated <mat op would o-tain sonies of the re~ 
porte reflecting tne remits cf any laboratory test made = the g1- 
perimental “abcratory, annapolis, Marvland, inmesench as he be lieved 
“nat mis office could cbtain thees inboratory recorts amich quicksr. 

He statec it was tis siuicy Of the Navy Departasst & channel] ech recuests 
thrcugh =is cirfice ax taat if direct contact ms sade with the Boeri- 
bog WE 8 Crater by Agente of tois o.fice, they ic torr weld Mere t 

een toe .2lcratory tesort te Sashin ston to be turned over to Agents 

cl Wiis o.fice cy tartacn SOCD. Captain WOOD stated be world immeiii- 

ate.y notify “nie office waen such laboratory rencris were reosived sy 

pot 


Ca;7tain BOOd stated toast it was a rumr that ©. BE. S42- 
THRDESS, while empicyed by the Bashington office 37 the Aratian 
d4aerican 2. Company, heard that the SAOOSY Yate Ua COMPANY and the 
Se sMDaRD CIl COMPANY of Wez Jersey were ccmtemplating purchasing 4 
portion of the srabian gmrican 01) Company. Captain ZO0D stated 
tast the rumor reflected that RAXTHELARSS wrote letters to the Board 
cf Rarectors of tas SAORI Vatu Conran: aml the Dasoset So a 
of See Jereey, *° Hering bis services in the coming segrtiations for 
te puraines cf a portion coi the jrabian MePicen 5ll Company. The 
Board o7 Birecsters =f «these tao comperics thereine: forwerded these 
letter: frees BAKTERLIRSS to ibe officials of the AMAIA MERICSS GIL 
GMPANT. Captain ®15 stated that immediately muon receizt of these 
letters the ALADIAN MERICAN O11 COMPANY diemiseed BaRTiIZESS from 
weit Gaplcye 


Captains EXD stated ns quid, of cores, farnias a wrizi- 
cation of this and stated it wes strictly a reaor ancng cil men in tis 


| 
| 
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Valted States but he ba. subsequently heard thet BARTHEIMASS is herving 
comidersblis difficulty in finding a connection with ancther 011 com- 
perny. He stated that BARTHELOESS bas followed of] al) his life and 
1% appears that this is the only thing thet be ios. 
Captain WOOD stated that he bed prepered s meaprandm 
for the Assistant Secretary of the Savy, dute May 22, 1947, and also 
hac propared comparative costes by Navy ‘e>urtaent employees, witch 
costs showsc the cost of coil obtained from the Persian Julf ares, 
Giritm the variod of the contracts with the Arabian georicanr C11 Com 
pany, as compareé with the wat of o11 <i ise same type, wring the 
sams eriod, fon the Carssbsen area, te ill goest es the Best 
pest arta. He states Ge nad turned cver this semorandi2 t the As- 
sistant Secretary a ee cost data to Mr. WILLIAM JORAg, 
Attcrmsy in the Claias Diwieion sf the Devartaent of Justice. 


Captain XD stated “hat {t ws cmienishiy true that ia 
343 sctained ‘mae thes Matias BERICE OTL COPLEY was cot of the finest 
mailty. Sowevwer, be stated that it was iseble and tant ding the 
period of the contrsct sith the ARACIAN BIZRICAN OTL COMPANY, of] wes 
very ssort in the United Ststes ami the Nevy Departasnt was forced to 
chtain tis of] elsewhere. He stated that in 1941 when the original 
contract was -fferel to tie Tnited States by the ARA[TAN ME BICAN SIL 
~RPAIT, 1% was bis underetanding that the of] sold to the Hevy upier 
this s‘iginal contract was a residue after tne diieti i iation ci the 
gisciing, mercsene and cteer Sy~productse. The cil that the Zavy oow 
ee AaB TAM Cli COMPAHT is not the residue as 
riginasly c:fered put a higher gate, containing approximately 60% 
es Teslve anc the remaining 0% is what would cormally ‘e taken off 
& by-orom cts. ioe rgpeanser rage 2 this oil pecans 


o WILLIAM J05@544, Attorney i: tie Cizias Division, De 
tice, turned over to this office a copy of the aemorax- 
Aseistant Secretary of the Navy, iated May 22, 1947, fron 
wos, Captain, Judge idvocate Jeneral's Office, Mevy Depart- 


| 

cm TE gee 
Sh aan & 

eo. ae > 


wat, Wastingtos, De Co This meapramiz contains weet is corported & 
be 2 complete history of the ARABIAN MIERICAN OTL case. Tes piotc- 

static copies of this eeucrs= sre being tranenitted to the Bureau 
“th cosias of this report 








we. eCaias turned cver to the eriter the comparative oost 
figures prepared by the Havy Depertmert reflecting the comparative 
cost of c13 cttainsd “rom the Persian julf area, thee Dclf Coast area, 
the Caribbean ares and tiie fest Coast area. Se stated that this com 
parative cost figure was based on the tins of the ccatracts with the 
AMASIAN MOSBICEE CIL COMPANY and for the escumt of of) cbtained by 
the Esry Devarteent from the ARA-IAN MIERICAN SIL XMPANY. 

These comparative sost sheets are as follows 











BPO 46-1644 


Mr. JORDAN stated he had — informed ty the Navy Deprt 
ment that the average unit price, as sat forth on these cost sheets, 
was the weighted unit price ower the period of the contract. The 
trensportation rate wea estiaated bot was aa near as possible to the 
actmai rete. He stated that the actial rate wuld not be detersined 
Gus t¢ the fact that sc many unforeseen factors enter into transcorte- 
tion coete, It is to be noted that in the varenthesss, next to the 
area Wrere Jeiivere® the csading “Product® is a sercemiage figure. 
in tie sheet showing tip coét of o11 purchased from the Persian wulf 
ares ‘dese figures represent the smount of o11 actually shipped wo 
each oi these areas. In the figures showing the cost from other areas, 
these percentages figures represent the amc nt of of] tnat would havs 
ceer Shipped tc that area if of] had -ot been available frca the 
Persian. Fill ereée in Other wrds, irom tne Persian Gulf area during 
the period of the contract 25£ of ail the fue! sil-specia: was trans- 
ported tc the Beatern Pacific from the Pergien milf. The total de- 
sivered cost of tnis fuei-special celivered to the Nesters Facific 
amounted tO 6§47,441,98.54. This sume 011 delivered from the United 
States =uif Goagst to the Bestern Pecifis wold involw a total delivred 
cost, pees to these wig argon cost sheets, of $74,562,963.98 md 
is based on the same amount c £ cil as was actzally sti poed fros the 
ARBPTAS MEP ICAN OIL fleiss to the Westers Pacific, 


— ~~ a nell 


Re fersncet ist va to we Rureag from the @icharm c’fice 
reflects cat wr. C. BW. EAST RELAMESS bad sowed froa 1301 Berth abingdon 
Street, arcinzton, Virginia, in March of 117, isaving & forwarding ati 


dress cl jeneral Delivery, St. Petersburg, Florida. 





In oonmmection wits the oresent snereabouts of wr. ZASToRI- 
#258, * eLepions cOll was made t the SRA>5i4k MOERICAB O1L COMPAET, 
Gasiingtocr, 5. &, inquiring ag to tke present sheresbouts of Hr. 
Gals MUMSSS. information sts receiv... chat Hr. BARPHEIMESS wae =2 
lenger comected with the AEArTAN SEPT TiN TIL COMPANY anc toe last 
word th:¢ that office had of hiz accress was that he was located scae- 
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an imediate and expeditious investigation mst be sade by ciiices re- 


ceiv:ng 


copies of thie rencrt. 


BRCIDSIZES ~ Surean 


2 


co;ies cf the memcrandin to the Assistant Secretary of 
the Savy from CHESTER C. WOOD, dated May 22, 1947. 


copies of Report #P-13 in re “Javy ‘rade Special Fuel 
Oils Submitted for brand Approval by the Arabian imeri- 
can Oi: Company®. This revort was 2eds Sy the United 
States Esvei pulier and Turbine Leboratory at Phila- 
delohia, Pennsylvania. 


copies of Report §3771, aated Septezber 3, 1546, pre- 
pared cy the United States Naval poiler and Turbine 
Laboratory, Philadelphia, Pemsyivenia, cn the Navy 
grade speciai f:el oils submitted for *trancd® approval 
cy the grebtan Amsrican Cil Company. 


- Bat 


copy cf the report of Special agent Merrili W. Drennan, 
Gated April <, i947, at Washington, D. C. 


copy 22 Semract @-58I025 27, sated September 13, 
i545, secween the Arabian American G11 Company amd 
the United States Navy lepartaent. 


copy of «tne report cf Special cent worrill BW. Dreman, 
Gated Jme <o, 1547, at Washington, &. C. 
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MTAWy DIVISION: 
7 ST. “SRS 1 Fi 


Wili locate and interview C. WH. SARTHOIMESS whose last address 
46 care of General Delivery, St. Peters-urg, Florida, concerning the 
circumstances surrounding the amarding of contracts to the g£rebian 
beierican Cii Compary ty the Inited States Navy. it is tc te roted that 
SARTHEIBESS represented the sratian Mierican Cil Company in negoti- 
ationa for c_ntract %58Z-1L24627 ad subsequent renewals of that con- 
tract. 





ih ob ! PSHELAESS ali information perteining to tre 

exceésive profits allegedly being made by the aretian geerican 611 Com 

pany om “he Savy antracts acd my information which be may fave con- 
on % cf comecy officiale,. 


Wiii cttain the copies of the iabteratory revert submitted cy the 
&xperimental Station, Atnapelis, Maryland, resarding the samples of 
the Araciar gpericen O11 Compary products tweeted at that Station froe 
Captain CHESTER MMi ci tae Crfice of the Jvdise aAdvocete General, 
Taitec Statws KBavr. 


a agg ses ' ‘. Pugos : ee Bee : 
mere sors ~ . Me Ae eee ora aes see ae. - 5 ‘ penn etn 
teins. — —=— 7 aoe Aaa : e . eS a enn, - 
fe pines Eee SSS - ’ : ae geen ee ee TT a yy a ARS PET 


To : fhe Director 
| ft 
FROM ‘ir. Rosen 


somecr: “aeapray AMERICAS OIL COMPANY / 
GCALIPORNIA ARABIAN STANDARD OIL compas? i) 
FRAUD AGAINST "2 COTcREMENT LA 


oe the purpose of this mevorandum bs to advise you of pag 
ra " complcint recetved from the Department, the tuvestigatton ra fessted, 
“ the taresticatton performed, ané the eigrens eteree of tats matter. . 


alate ian ld 


fhe vepcrtuent by mesmcran¢dum dated Karck 11, 1947, advised 
thet ts Aprt2 of 1941] tke Arabdion Anertcan Gi] Compe then known os 
She Caltforagg-Arabics fteaderé Oil Company, qubettted an offer ta: 
ons James A.ffcffatt to supply petroleum preducts ‘or the next fise 
years to any Coverament derartaent at the follovta;s prices: 


, 244 @ gellon 
Diese! ofl - VE¢ e barre] 


Fusl ofi = 40¢ a barrel. 


Selsequentiy the Javy entered trts contracts wit the cane 
Company for petroleum procucts at the following prices: 


Sascline ~- approximately 6¢ « gallon 
Diesel sti = $1.€8 a barre! S880 3518 
Fuei of] ~ $1.05 to $1.17 a berrel if aK +e 


All pricés f.G.d. the refinery tn the Persian Gulf. 


It wos estineted thet the Basy hos pald more then $50,027,908 | 
te the dredian Anericon Cil Company gder this contrect cer the a 
original offer submitted by Er. @eyz r+ ft Le a wo f 


euants pi dacted stronciy. on the he! 34 

-éreesen & telephone cei! eas wade &» | 
ects? of Aratian aAnericas Cil, tc Aéei Tol seére; eo! r ti 

braypFovy Pesrsicws Beard tr Zashincton, iy Sl ni ral Carter there- 

wes contacles sis Orotker, ey gs 7. petted , the Executive 

ri feet of — Suress of ne _—- fof the Favy Devartasat, 
. LeerRee rdistely wi thiram ond 
Migrtsr has since le 











The Director 


* Stancord Otl of Caltfornts ers Colonel Cavanaugh and Lieutenant 
Comataer Wellmar.. 


+" fecording to the Sesartasnt, on February 25, 1947, a Mre 
e. ¥ Wartholnees, Jormeriy with the Arabian American O11 Company, 
who negotiated these contracts with the Navy, wrote a letter to the 
President compiatatng about the exorbitant orofits that archtan 
American Ctl was moking on its contracts with the Navy. He aleo 
stated thet the fuei of] which the Mouy ws purchasing, sfter test 
by the U. 8. Naval Botler cesting Laboratory tn Philadelshia proved 
it to be unfit for use, was continued tc te ourchased by the Navy. 


The Depertment acvised that the atove does not in iteels 
estasiish o vislation of any criminal atatute, but it does indicate 
the pesatbility cof such a vislation. No detctled request for 
investigation was made; however, the Depart-er.t recuested that an 
investigation Se wade into this conplatst. The atove information wag 
Erouch? to your attention 5; memorandum datel warch 14 last. 


sev seS. [GATIO“ RSqcusTEl BY TES FIRBLD 
cm aarch 17 last the Yashington Field O’fice was directed 
ty letter to determine the foilowine: 


le ‘Fhether the aiiezsed offer tn i3d] by Wr. James A. Moffett 
wos actually mace to the Goverument and speci‘tcally to the Favy 
Tepartse%te 


co i? the o*Zer wos sace 1% wos reauested that a corzrehengive 
investisation be conducted fcr the purpose of cetermining the following: 
Wry the offer sas not accepted -y the Fovy; wrether the Favy actually 
Zid eater into a suosequeat agreement which required payment by the 
Eovy of prices aporcoxtuately 150% higher than the original offer: gis 
actually sade the dectston ts exter into thie contract, wiat represente~ 
tives is the Sovernment signed the ontracts and the circucestszceg 
eurrownaing ite teres and its secotiaticn. 


3e It was also requested that it se detersined whether 
it. dcsarregtil did contact Adwiral Andrew J. Carter ox nenticned shove 
ong whether the lotter contacted his Srother, Adairal ¥. 3. Carter, 
ts connection sith the awardiag of thie contract. 


4. The tec Savel Ligstenaates who allegedly objected ta the 
Aigh prices should alse be interviemed, 


5, Tae results 6f the tests made by the 0. §. Haval Beotler 
Testing Laboratory of Failadel phic. 








aa, =F 





the cirector 


ASSULTS CF INVESTIGATICY 





The substance of a report hy the Washington Field Office 
ceted dort] 2, 1947, advises tiet in Aortl of 194] the California 
&4tatissa Standard Cil Company, then known as the Arabtan Americas Ctl 
Compawy, offered to furnish ts the United States Government $6,000,000 
worth of petr eum procucts onnually f.0eb. at the Perstan Suif. It 
appecrs that Ane of the nain reascns why this offer was nade ras 
because King#ibn Baud of Suudt drabita, urgently needed funds as a result 
of themergency which arcse tecouse of World Wor II. Although tt ts 
not cefinttely stated tn Mre Je Ae KMoffett's letter to the Presiient, 
in which the offer wos sade, tt snvears that one of the crimar, reusons 
for contacting the President is thie ressrd wag the fear on the part of 
tS Sti Company trat unless fuxts were made oreatlable tzrettately to 
King Jtn Saud, the entire dratias worl moy have posstbdly been thrown 
ints go chaos resulting 1% the isss of the ofl rights in Saud! Arcabta 
hela by she of] company. TAetr s%’er was referred by the President to 
t»e Zecretary of the Navy who acvtsed that this stl not be ueed by the 
wavy Lecouse Of tis “igh sulphur content. Cther reasons given by the 
Esvy cépzrtment which were not ~scé@ a natter of record at the ti-e the 
pc(*er ms Tefused, inatcate tiat at the time the offer «as sade there 

s on coereproduction 3° cil in the United States. The Mediterranean 

s closes t> Amertcaon siioping, resulting in extremely high traxsporta- 
tien costs and the “act tnat the cll, tf obtcined, could not be ntxed 
wtth otter oti detus used by the Fsvy, thereby zsreatly increcsing the 
sagtstic oroblem. 





The report aisc icutsixs the ressons given ty the Navy 
cepartuent ss ts why tt purchases setroieum products from this sane 
source o Yew yzors later st much Sitcher prices. The reaecns tn ceneral 
ststeé tho: this of] its suitatie “sr ceneral Foral use beesuse tt $3 not 
mixed with cther Kavy fuel Sut is tandled and stored separately. In 
vier Cf t%e fact thst thie narticulsr fuel ts supplied only to the 
Feetern Pacific areas, ~ oreratixzs sifficulties sre encountered and 
its use ios solved the logistic prodiem of Mailing fuel acress the 

lpsci fic w0#GR. The Zavy “urther sivises that this source is very 
sescveniest for supolyting ctl to the 2erteas Plect cpozroting in the 
Asiatic 37ra@a and thot tis use orevents ao depletion of dmericon of} 
sources. The Eazy Cerortr-ent alsc advised that were of] procured for 
_us@ sf saval forces west 3° Peari Zarter purchaseé at the necrest ané 
lowest priced American source, 23 cost 2t that source would be aprrexi- 
mately $2% greater than the price said the Arabian arerican Cil 
Compamy, In addition, the cost of transporting this of] wonls ta 
constzerstiy grester than the cost -* transporting the ofl] from the 
Persian Saif to the american forces opernting in the Festern Pacific, 


In view of the results of the tarestigstian e214 forth& above 
80 tecsstigaticn reiative to che ctrewmnstanoes surrouading the 
| hegotiatioas ané ezarétag ef the coatrect with tis Bary ns made 
.,  potemes af thedmplenations gives %; the sqey Repertentd in sefest 


ad. beak 











| 





report ta submitted, 


The Director 


the ovfer made tn 1941 and because there ts no reason to ballere that 

Jraud was practiced on the Government as a result of the contract 
entered into in 1945, The questionable ttem tn this ressrd ts the 
higher prices paid ta i345. It ts not dbelteved that this tn ttsely 
$s an indication of fraud and any invectigation of this contract 
mereiy for this reason would be a fishing expedition, 

zwo coptes of the tnrestigative report ser "tS to Nr, 

theron bo Caucle memorandum dated April 11, 1947. ne copy of this 
GS Giso sent tO ORB Fe SORREST, Asstestant Attorney General, 
in accordance with a telephonic request made of Mr. EF. 4. Tamm. This 
memcororcus stated that in view of the resulte of the tnvestigation set 
forth in this repert, no investigntion wuld be conductec relatices te 
the cirssmstances surrounding the negotiations and avarding of the 
contract subsequently entered into by Arabian American Ctl and the Navy 
Departaent tn the absence cf a specific request by the Department. 










ix y 








Under date a* Anril 2° isst the Criminal Dtvtsion of the 
sépartzest requested the Bureau to proceed with a final and compicte 
investisation of this entire matter. Fo spectfic or detatled instruc 
tions sire given, nor dtd the mercrandum contsin any indication as 
to shat the Department deemec fraudulent. By letter cated Mcy 1, 1947, 
theee tsstructions were transuitted to the Woehtngton Field C’*tce with 
G recugst thot sil o% the investioation requestcce in Eureau letter dsted 
Morch 1°, i347, mentioned above, te corpleted. 4& thirty dau deadline 





teow of the failure of tha ¥sshington Fielig Crfice to 
port within the deadline « followup letter wos sent uncer 
£ 47, Calitng their ottentton to the delinquency of ‘ 
i 






this cOW One requécting that the Puress be advised as to whether thie 
case is recetring investigative attention ond when « comprehensive 
Teport would Se received af the Surean, 


You will be advised of the results of the investication 
ints this matter ge gcon they are received st the Fureaue 
SSakSSCEAL INTE ZEST IF TELS vgeren 
Tne Senate Courittes tnpesticcting the Fastcuai Defense Pro 


Cons we ted some inquiries ints this astter, Former Senator Purton 








cram, 





SRS <s : ; 
fe ) ne 
Féags on this matter sill be 


aoe aay 
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FEDERAL BUREAU OF INVESTIGATION 
Tre cam OMGMRATED £7 WASHISGTON, D. c. rua. &6-1]6a4 
REPORT WAL AY | Sats wean seaee 2 riromonerirl sainei dda we 
WASHOE, D.C. 6-26-47 6-21 to Q5eh7 J. RERRARD Coo (A) JBCICH 
ha EEE EE | ———-— 
’ ARABIAN AMERICAN OIL COMPASY | 
: CALTPORMIA ARABIAN STARDARD SIL COMPARY FRAUD AGAINET PRE QOVERNMEPT 
| Ia ge ee a — eee 
| SV ¢OPS:S OF FACTS: ARABIAN AMERICAN OIL COMPANY incorporset@i in 
Delavare Sovenber §, 1932, 208 CALIFORNIA 


ARABIAS =TABDARD OIL COMPANY. Nene change 


to ARABIAN AMEMICAN OTL COMPANY Jenaary 31, ices, 
! - ARABIAS AMERICAS OIL COMPANY bea concessions ‘roa 
| 2 pe ~ the Kingwiom of Saudi arabie until 1995 ard ts 

| Ate MA cow owned by the STANDARD OTL COMPABY of 

Ny pi california: SPANPAPN OFT CCMPASY of pew pained 

: ue oe the TEia: COMPANY and ‘he EQCONY=VACIM cop 


: 4 Belence sheet cs of May 31, 196, and Provic ent 
— . eo Loss li tement for the month of my, 195, 3° 
Y the ARABIAN AMERICAN OT} COM@ARY set out. Profaction 
Po a cost af crude ofl of the ARABIAN AMEMICA! SIL 
-GPASI Tor the month of May, 1964, smountel to 
$.3386 per barrel. Sale price to Tovermes* 
verte! from $1.0 to 31.50 per barrel, ievem! ine 
= the araie. Gurwen of Yeterei cupplies, 
we ritine aeigaton s:4 “eper asa t of i interior 
soalt *arniak to tnformation of vajap. lortrecta be 
tween: = tates sevy amt “he PALTET Gil. P2ORCTE 
/ PARE we the, ARABIAN AMERICAR [IL COMPARY 
i waxi set cut. 
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Mr, CHAELESS KOSCE, Aiministrative Aseistant to the Director, Bureau 
of Foierel Supplies statet that his files or the files of the preiecessor 
agency, the Treseury Proureasnt Division, contained no informetica concerning 
the purchese of ery o11 from the Arebian of] fisics by this egusy. 


vx. DaBiEs DILLOK, Mrector, Praffic Division, Maritize Comission, 
Washington, D. c., stated that the recoris of the Maritime Commission containel 
no information soncemning the contracting parties insofar ag the purchase <2 
oll or ofl prodacts ia comernel. Ths recostis of the Meritias Comission reflect 
only the shipping data, namely the roint af ioading, the point of Jestination 
emi the chartering commmy. Hr. DILLON stated that es far as he could recall 
the of] from the Persian Gulf porte wes shipped alacet exclusively unier the 
savy omlers and it was his beiief that all of the of] wes shipped ot wider 
levy instructions. He stete’ thet he vas speaking here only of of] purchased 
by the United Stetes Goverment. 


Mr. ROBERT 2. FREEDMAS, Assistant Director, O11 and Ges Division, 
Depertesat of Interior, stated thet his office had no information concerning 
the purchase of sii ar of] sraincte from the Persian Gulf sree. 


Me. SiLLLAM JODAs, attorney in the Ciaims Division, roga 33hi 
Department of Justice Building, furnishei to the writer copies of al: the Savy 
ee ne ee ee teens alt aces, ee pe had in 
—.# possession. These contrasts consisted of contrectse between che Unitel 
Stes Navy emi the following saapeniee: The CAITEZ OL PEQDUCTS COMPanT, 
tut CALIPORBIA THUS CIOL COMPANY end the ARABIAN AMBETCAd OTL COMPAHT. The 
oration containe: in these contre:ts vas set out in scheiule for:, _peoticaierly 
ae 5 the type, amount ami price per wit of each profuct. fhis 
of sontracts with the Unitel States kerr for the purchase of oll in the 
Axasien of1 fields is sz follows: 















It is 6 be noted thet the auounte in berrels of of] products set 
forth ita the preceding schedule ere the asounte as set out in the 
contraste with the United States Hevy, sith euch emenimente as migh? herve been 
mode during the jife of said contract, however, the sacunt callel for in self 
cg ahaelirbaasges ron. peligas: Poor Sgdsatrpnac_oseatasnggedl Aisa eipctrhaginso 
Savy fsum theses companies. The above scheiule, however, sets forth a price per 
unit of the various grades of oll which might serve as a besis for caxperison. 


It {a algo to be noted that the sontrecte ss obteine! from Kr. WOLIAM 
SEDAS of the Claizs Division of the Departam: cf Justice are oot the original 
contraste, tut ars (lie copies vhisi, scoomling to Mr. JORDAN, he cbteine! fro= 
the Saree of Supplies ami soccunte, Kevy Departmes:t, consequently tne nace of 
the Bevy neectistore or the contractar‘’s representative does not sppear on “hese 
contraste. A boum volume conteining copies of these contracts is belig 
trencaitted te the Bureex with copies of this report. 


Tas total amount of oii products contracted for by the threes com-rics 
with the United States Navy is se folicys: 


cals OL PROPOCTS COMPARY $21, 205,500.00 
CALIFORNIA TEX2E Gil, COMPARY 29 552 0156S 
ABARIAN AUPIIAE OL CePA: ogee a ee 


* Sartosar inweetige=ion ita being conducte!’ by this office unisss 
@ivicet w we coutrery dy tae Bureau. 


ope bound voliwse af Savy vontracts. 


= 


ee 








Sonfidential Inforzent Tal 








*. . 5 
we aint pt 
a Ess 
wae 
ghee ors 
ae 7 5 “ ott - “ . 7 
. : y et His. x ae 
: : ee a ; - “+ 
i Fs ieee a = j Re a, 3 = 
Seat ae ANE Sid A 4 A a - me . a - 
ae = 7 ten : 
- — Cn . 


ji . 
a nS “e 
, : 





FEDERAL BUREAU OF INVESTIGATION 
FOI/PA 

DELETED PAGE INFORMATION SHEET 
FOI/PA# 1464977-0 


Total Deleted Page(s) = 5 
Page le. ~ b/D — Per ATR; 
Page ly * bj/D. = Per ALR? 
Page 18 ~ b/D - Per ATR; 
Page 19 ~ b/D - Per ATR; 
Page 20 ~-b/D = Per AIR; 


AXXKXAKXKRKAXRKKXK KK KRKRKKRKAKAKR 


x Deleted Page(s) x 
Xx No Duplication Fee X 
Xx For this Page Xx 


AXXKXRKXRXRKAXRKKK KK KRKRKKAKAKAKR 


FEDERAL BUREAU OF INVESTIGATION 
FOI/PA 

DELETED PAGE INFORMATION SHEET 
FOI/PA# 1362317-0 


Total Deleted Page(s) = 5 
Page le. ~ b/D — Per ATR; 
Page ly * bj/D. = Per ALR? 
Page 18 ~ b/D - Per ATR; 
Page 19 ~ b/D - Per ATR; 
Page 20 ~-b/D = Per AIR; 


AXXKXAKXKRKAXRKKXK KK KRKRKKRKAKAKR 


x Deleted Page(s) x 
Xx No Duplication Fee X 
Xx For this Page Xx 


AXXKXRKXRXRKAXRKKK KK KRKRKKAKAKAKR 





~o— soe > 











DBTAXLS: - 
prt eye gs 


This investigatian 
which melose? tic sonerseihens free HOMER &. MERGE, act 


AT WASH ROT HH, B.S 


$ predicated upon Buresx }: etter of Fetererce 


ing Aesictant At- 


torpey Caneral, shich eenorendoas vere dated Cetober 13, 1947, end Hoveser 


13, i627. 


Taese westancuas are as follows: 


"It has been requested that am investigation te made by this 


Departaent with reference to ep came tie United States Bavy of 


petroleum products from the Califersia Texas 


Gil Corporation and the 


aratias Americas O12 Company. In Sonsection with such investigation, 
44 i@ asked that the fclloming described mattars be reviewed and 


analyzed, 


the & 
lowing oon trate for th: 


_at 18 récuested that there be secured frow ths U.5. We 
bais, or carti Tied photcstatic copies therecf, of the fal- 


purchase of fuel entered intc tetweer tre 


United States Navy and ‘California Texas Cil Gor per ation {Caliex) and 
between the United States Navy and arsbias american Cii Company ( aFaz.cc) 


wae 
. 


« ee Renee Ss, oP Seagal! Ne, Mn, wt ‘eneent Wei att Mee Men 


+ Oxun & ws A? 


BG tt ty ig ge, AR TN 


con a} 
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age’ Tor, ut Mree! 
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Contract 
on act 
pert id 
Cari s 

Contract 
Aairast 
Com att 
Cait att 
vontract 
Coast ract 
Contract 
Contract 


Ris~Clté, with Caltex. dated may 25, 1942 
MEsx- 32325, witc Caltex, dated Hovesber i, 1942 
Ks2—34155, with Caltex. dated June 25, 1543 

act KEsx-—< 55004, with Caltex, datec Marck 2, 1945 

S5ex-Ll-10985, with araecc, dated Juiy 9, 1945 
ESea-i262/. with aramcc, dated Seytesber bae. aes 
A5SE-LA5R, with: Galtear, dated September 15, 1545 
iSaa- eres with sraecc, eras ievesber 1g 


ar-zvi, with arco, dated gune u. 3548 

His1-HX, with aramcc, dated October 14, 1946 
M6ex-~<207, with Aramco, dated Moverber &, 1946 
51-4181 , with. Caltex, dated Moverber 22, 1946 
ux 4356 . with Aranco, dated December 6, 1946 


« It is requested that recoras of tie United States Mevy be 


reviewed tc determine if tie Navy has autere! inic contracts with 
par mt cr subsidiary @ genizstions of Guiifornis Texas O01) Cersoration: 


(Caltex) acct aration american 013 Company (araccs > for the purchase 
of feei from Sasti aratia or the Isle of Babreis. 


3. It is requested Sst tne fcliowing reports, semoramta sid 
analyeas, Scaring upon the quality ef of] rcodecat ani refined in 
Saudi grabia and the Island cf Mbreis, be secured: 





Se ohat tigen Sate, 
¥ ini fy ER Shee DOT rn 


"(a) Mesocrandum of H. 4. STUARI, Rear Admiral, U.$.3., Di- 
rector, Navai Petroleum Reserves, to the Secretary of the Mevy, 


dated 17 May 1941, discussing the possibilitg of the Navy ae att 
fros Savdi Arabia. 


"(bj Statensnt of MEEET E. PIEGAS, Departaert of the in- 
terior, wxte during of rricr tc 3547 that ao difficulty has been 


seaaatiaaek at Gas Aes She, seks a kt es as a 
fuei oi. 


Ce) Enclosure 'R' of temcrancus of C. °. WOOD reoert te ths 


we 


wis’ Senate Comittee to Inveeticsts ine sational defense Progr az. 


"(c} Statement of LLCYD FAKILTCN, General Manager of “ala- 
rablan, on or about dugust 7, 1941, that the Gritish Mawr was using 
Seudi arabian of] satisfactorily. 


*(e) Details comerning assicosent cf and subsecuent report 
Sy ure Kavy petroieum tecnnclogists ordered to the Persian Gulf 
mugust €, 1942, to investigate that are's ability tc produce feel 
suiteatie for U.8. kivy use. 


ee Seheduie <f resuiis cf teets sf Seuai arabian cil san- 
pies mace bF Calarebian, attached tc memcrandun, dated Jemary 8, 


2943, from Stenmderd Ci] Ccupany of Califcrnia te Bear sAdeiral E. "h. 
STuais, Director, Naval Petrcieuz Reserves. 


*(g) Report of inspector cf uve: Hateriel, Sahrseic Island, 
2aeF Testing Latoratcry, Biiiatelchis, Pecnsyivania, 


acreccext 


- Code 3731} issued by Enited 

Sates Hory Siler footing Lateretry to areas of See Soper 

rd cea B, Ceaiing with certatc Saxyiss of ‘ievy Crade Specis! Tsai 
Mis* sutmitted for brand approval ‘> areaco. 


(1) Mesults of ali tests cade by U.S. Mavy of peircioun 
scuiihin Selakical tr Calin deid Grats wl Mars cracaets 
abcre Sas forte. 
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y) Re te aie Ber er 
Se IE SANS SBA eS 
BORGES, Sieh Ses Pease te : 
eee Md) os, Bae . 


WC 46-1908 






%. It is requested that mm investizstion be made of tac 
extent, if any, in which the folicwing named perscne participeted, 
while serving as United States Government cfficlals, or ia the 
Arne’ Forces, in securing contracts for the sale of Saudi arabian 

and cabrein petroleum prodacts to the 0.8. Havy by Gealtex and Aramco: 


“(o) sMREN Y, CARTE, Rear seiral, 0.S,.".R.. formerly 
Exscutive Gfficer of ize aray-Eary Fotrcleum Srard, sad now Preot- = 
dent of Overseas Tank-Shine Correratice, es 


*(b) W. J. CARTER, Vice admiral, 0.5.8.2, (Ret.}, formerly 
Chief cf the Bureem cf Sips and Accounts, wrose present address 
is 11 Wali Street, Room 3401, New York S, "wer Yor‘. 






























*ic} da¥iS TERRY C2, forserly Gepty Petroleum Adeinistrator 
for Nar and later President of jramco. 


(2) Kak ©. TRORKIUTG, formerly of the Stste Departasct and 
water president of Reirewin retreleus “Company . 


“(¢; Tue fcilcwing named cerecns, whose ailitery rank, shere 
arplicabis., al toe times involved is set forth: 


ae atieet oS. sa) WG ons Pee 

. ‘ 2 Rene IU nnrys Bee. See ngs . ‘Ne Met Borg > . STAG a be 
. : ay. 0 ne fee Ghee nae eee wg Bere bs Eel ts yet oe Pept het, 
“FP og ga wee har Rh a ROR ibaa ey PP ee Te ES CT ay . ar 
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: BCROSS (8C} 0.5.3, = 
ema 8 fCRLB SC} Usded, 

Le. J. c. MelSe (SC) C558, 

Lt. D. E. SCOURS a7 (SC} €.S.E.8. 3 
Commander D. <. MEMCHOCYIUS (SC) 0.5.5. a 
Competes &, 5, Fomike (50) 0.8.5.&, a 
Wr. J. 5. CCLLUS a 
Commander C, 3. URESCEER (SC) 0.5.8. 3 


"5. It is requested that there be obtained ccries of the ' lei 
wine agreement' of i920, ccotracted by shareholders of the idaq .. : 
retrolens Coerery, topetner Tite. aay sippiewents thereto. 3 


“—. Further reqrest is sade that amalysis be prepared of the a 
cost cf prodmecing crade cli and cf refining gascline, feel cil, ad gs 
siesai fuel incinded in the contracts above set forth. 


“i. frices at whict identicel petrcless prodacts from this 
ares ware scld at the tines iovolvsl to sther consumers by Caltex ani 
arascc siould by secured, as well as prices st ahict other protacers 
were selling crude anirefined products. 


ome 
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SFC 46-1908 


"3. Investigation should be made tc ascertain thé canes cf 
G.8. Mavy officiais wo estabiished quality specifications for the 
. rurcnase cf fuel under these fcurteen contracts and tc determine 
_ the basis upon wiich such specifications sere set. 


*#ee2&*#2& & & 


“helerence is sate tc your semremiua of October 29, 1%7, 

1G weicn you sieibrgal out that, although the criainal investigation 
has been completed in tue above matter, no final decision has been 
gives tc the Bureau by ti.e Criminal Divisicu. Judsequent to receirt 
of your mescranduc, u.c Claim Meisicn Las examined Justice file 

Lik -FE ati, ‘arabian American O11 Comneny;: Califcrmia aratian Standaer- 
Ol Ccapany,’ mae up cl materisi sacurec in the investigation for 
the Zisinal Division. 


"Inasmuch as it is tne wee cl thé CGiaias Division to 
Ficecc wile 1%8 AnGusT) at this time tc determine if civil liabilit: 
exists on the part of ci. com:andés cancermred, it is requested that 
tne investigation asxed in cur memorandum tc you cf Cctober 13, 192°, 
pe rac® 2S Yrariciy a5 Za te practicable. 


, 


L@arinrs8, exteming fre October 2 tc Revember 4, 1947, have beer 
coméucted by the Semate committee Investigating tne Met! onal a 
ferse Program ( crewater Commitioe; Tor tue purpose of reviewing 
the mrchese :f Sandi érabiar tre) suk waiuets by tne Crited 
States Savy 2rcs i542 ts ine present irce aractian american Cil 
Con pecs faracce) and Galifornia Temas O11 Comgeny, Led. (Calter). 
saced upat metters eapiered at those caring], it is réeqmeswd 


= - 
ae -_ 
+ 


‘Since tne submission cf cur original wisrendus, ptlic 


od Se ead ? “ye 


sour inuiry cover tue (cllowirg atti tional elements : 


1. haferentce ese 4 cc Gir original aemorandua, please 
investigate Sd extent, if any, « miics the following persans par- 
ticipated is: cr affected tie ccnsuemmtion of the contracts: 


S'a; a. a, KacKus, 323 East 58t: Street, Nez York City, 
hew Tora, now employed ty Mell Cil Company. i. "gocKEILiy, with 
tre race cf Commander, served fron 1942 te 1065 as of ffter in charzs 
ef the Perchase Section of the fual division cf the Bares: f 
Sippaiee anc *ACeoants. 


*.t}) GORE PARRIDES? and cther Government officials with 
Sia Er. WacKkTLlE aay Lewes discussed Saudi arabian (il prices orice 
to ccrsunmation of Contract Wer-Ll-LOws, sit Epes, dered My 9, 


= 


14.5. These ze Seve expicyed by the the Fetrclem siministration for 
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War, War Production ccarc, ami the Undes Secretary of the Havy. 
kr. KacXEliiz has gee that their nanes were Max JANE, ER. 
TaTB, MR. FITZGERALD, Kh, ECNBieKT and Mi, MeV CEER, 


=e} Capt. A. ¥. HUTTE, United Sates Navy , ws, are 
MacKRILi£ testified, said that the iramcts involwed in Contract 
NSex-[i-1°685, were urrently needed. 


sd) adm. HK. D, MUBER, United States Mavy, wie, Mr. 
McKKILLE stated, acted tc expedite execution cf the contract. 


*"Z. investigsticn shoud te pxie cf tre facts inccrporated 
nti & Letiee written Octchar 22, 1947, to the cammittes by Gap. 
ETmaRy L. KOWaRD, Office of the Judge advocate General, United 
Staves Kzvy, concerning deliveries by Great critain to the Tnited 
States Ravy cf Persie Alf citi at 85¢ rer bairei in 1945 under 
reverse ierd-lesse. 

3. It is requested that investigation be made of ths 

and exte:.t cof renegctiation by tie rrice bdjustaert Board 

sb cearebelee age Finance Cormratic: oi contracts made by 

co far to sele oi petrcleum products ‘= 15.5. 


%. The investigation smould incluce an exagination of 


Federal inccme tax returns filed by aramec for tre period beginnirg 
in 1943 amc extending tc asia aaie. Inquiry wccid alss te mace 
tc cetermizne ine extent, if any, tc miicr the fureas of Internal 
Levene has rer Lared site ile aticns of Caltex, <« Beaman ccrroration, 
and Tecrein FPetrcleum Cconpeny, @ wanadiar ccroereticn. 


concermiizg incerperetion cf the Caltex G43 Procucts 
. s@QRalrz, ag under ths iaws of Gelavare should be 3e- 
“oe gavent any, to wich tie puree of Internal 
Pieethotte priced at pETE tetra) Fegdects 
— cerzcretion by Aramco ars! Caltex for subsequent 
we cnited States Navy sr0uid be ascertained. 


Inve: 


™, De investigation sheuls 
war sade betwee: mxlo-l mien aw 
Fetrclecn ueracy, ccacemning Wartine cperstions cf refineries 22 
‘ie tec orgaiisations. Yarticular referenes is ante tc an ae 
rrovisiog cf tre agreanent toat if prices qicted by Sehretz spruces 
rause anglc-Irs aian tc sufier a loss co a cargo Babrein soal¢ 22k 
<r tne loss. 



















“7?,(a) Investigation should be made of the negotiations 
which preceded signing of Contract W5sx-Ll-10985, described above, 
rarticularly with reference t< allege repreeentations by oii 

company officials that royalty revcents hed been increased to 42¢ 

per barrel cna tnat the Saudi arabian Oovernasnt was Pressing for 
aaltyee royalties. The fhvestigation should cover the cireus- 
stances and evexts surrcumiing the exscition by Wt. 3B. EB, 
DOIRRSCHATZ cf a document dsscribed as a justification for that 
cent rast. 


8(b) The inquiry shoulc cover the date, extent ant present 
status cf any disapreeamt between abdul Agis ibn Semi, King of 
adi arabia, or any other officials ci that Government, an? cii 
company representatives with reference to increases in the royalty 
payments under the Sauii grabian cil concecsion held by the cor- 
porations invcivec ierein. 


ron should be sade of the submission by Stardard 
Cil Cos pariy of C pee anc tie Texas Company, or any cther parent 
or subsidiary units <f the Seudi arabian concaegzion hclders, of 
proposals tc. Subris :atrcieum products to the Guited States " Govern- 
get at prices cthar tar aoe set in the contracts. Such mrcposais 
inciuds the JaMES a. KCPYETT letter t- President ROOSEVELT, dated 
Apri 36, iSai; the ‘cutlineg as principies! executed on cr about 
JaMmiary 24, 194, & Secretary of the Interior HARGIS "CRESS and oil 
company representatives, and rossitiy cirer cfiers. 


ssi 
ey 
















">. It is furwrer recisstec that investigation be sade of 
certzin phases cf a Letvar written damary 26, 1946, by JaKES TERET 
DUCE, wice ;residert cf Araecc, te mcther company official. The 
letter suz gested thst time incught be given to expenses fer 19c4 
ara tc tire aliccatian cf al poasibie charges to that year since 
otherwise tre Company aight be embarrassed with people vith whom .~«. « 
it had contracts shocic its net be excessively nigh.' The istter. “ 
aisc referred tc ‘tue effects in Sashington.' ‘the inosiry shccla* 4 
cover ine nature anc 2xtent cf arumeo ccotracts for 1946 with — 
view of determinins tc who the letter referred as a scurce of 
emberrasszent. The extent tc which eaxmpesses were allecated to 
1946, rather than tc ciner years, Should alsc be ascertained.* 


















Under cate ci smvesber i4, 1947, the Eonarebdlie GIES BREUST2E, 
sairman of the Sefiste mar Investigating Committes, alidreesed a letter ts the 
actors; Gemerai, oridcing tc his atteeticn the aliegsd excessive charges 
Ge an aa Ga a eee ee eee 
ior ofl scld to the United States leary umder 14 contracts. ‘This letter is 

Tel Lowe s 
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"Movenber 14, 1947 


*Honorable Tom Clark E 
United States attorney General 
Washington, D.C. 


My dear Ir. Attorney General: 


7in tie course of an investijation of of] purchases by the United 
States Zevy during and imnediately foilowiny tse war the Special 
Senate Committee Investizating Defense Expenditures develeped cer- 
tein svidence bearing oi the production petenitial and the coset and 
distribution of ofl resources in Arabia contrelisd oy american of} 
ccxpanies and potentially avwailabie in this country to assist in 
meting our retzcieum probles. 


"The evidence indicated that during the war, coincidentally with 
very strong representations ty certain American cll companies 
camcernsd,, 950,nd,000 In american lend lease fords were mace 
available to King Io: Saud of Seudi arabia arm! that these contri- 
butions were a very material facicr in preserving tie cil conces- 
sion which these american oil cccyanies ned obtained in Sandi 
arabia running fcr @ period of 60 years whe, these concessions 


were teins threatened with jossible cancellation as a resuit of 
conditions then prevailing. 


*me evidence cf wze oil officiais inmticates «2 possible reserve 
of twenty billion barreis cf cil in Arabia under this concessicz 
as part of & pessicie one bundred billion barrel reserve in the 
¥iddie East and Persian Gulf arsa outeide of the Soviet onion. 


There seas every resece %6 expect thet the coal econonp of 
hurcpe bili ;radually to: ccoverted to an oil economy as indicated 
in the so-called Marshall Plan subsitted ty the Brropeen nations 


The evidence before cur committes indicated the cost of production 
cf crude cil i‘: these Assrice: concessions in the Persian Gulf at | 
254 » berrel in one case including a royaity of 154 2 scarred to the ES 
local ruler and of 40.4 in another case incinding a royalty of 214 a 
te the local ruler. g 


* 
re, ea: 
* PL, b Bees 
ret, Leth 


“Plans are oe acer Say to step up production to 550,50 sarrels a « 
day. %n Barch of this yzar, reeagrmnormgps with the ss 





2 ie Cave ies Th ment ere air 


eee ee ee ee Gil 
Company of Hew Jersey ami the Socony Yacuus uaa at Geoeeas anc 
the prospective scqisition of a 40% interest in the Arabian oil 
reserves entireiy camiroiied heretofore by the Standard O11 Company 
of California and the Texas Company in equai parts. 


ihe impact, of these varicus developments upon the coapstitive 
sitestion alimg cur Atlantic seabcard ic this period of ofi shart- 
ages, growing ever more serious. seems a astter appropriate for 
consideration by your office and under the instructions of the 
ccapiitee I am accordingiy submitting it fer your consideration. 


"The evidence before our comeitiees indicates that this jrehian 

ol] under american control doula be teil Aas in ow fork ba 
for a:vreximately one-half the current price and aight contribute 
vary ee ee eae sortage of leus in 
the eastern, United States as well as cotriimting tc the 

the consumers in the matter of orice. 


"Elie it might be argued that the cil companies concerned are sew 
free to produce and distribute this cil as they see fit in world 
markets with scie consideratian of the interests of their am 
stocsnolders it seems clear that these concessions, shict om their 


om: figures say represem a value of §10,000,000,00C, were pre- 
served for them to a iargs extent a5 a result of the lend lease 
contribution of 980,000, OC, curing the war to stac*lize this area 
ad i «opease Ton Seid ami are cow prisarily dependent upon American 
wctection fer their crntinued conserwation. 


wie cil companies ceomcerned maxe zucr cf the faet that ther are 

at present chargine the United States wavy for its essential fuei 
supplies less than the comparable Gil? of Mexiec prices for siailar 
procsets. There is at preset no indication sor assurance as to 
how iceg this benevolent attitade will continue. 


Tho comities is si present concerned with the fact that this same 
ei] was earlier offered te oor Fawr at £54 2 tarrel exit was sci 
te the Japanese price tn Pear) Larber at POY a barre? aid thet a 
price cf §1.05 a barrei was fi for this of] after the derusc 
wurrender and Unree weeks before the teruin-ticn cf the Japanese 
war “unier circumstences that incicate 


Mexico st a tine whe: cor covernaet wes in great need. 
of 1.05 represented a9 increase of 21¢ a barrel over 
oof & barrel thst hagragiously been detersined by the United 


a : : : : ae Le a che ape eie ea kmceben eee 
vam nppaings ts tee eee cerpesteen onli euanamanne sire ent oll sane i ype ens oTs ana avin eter eeey 
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This same oil *as being solic tc France for 85¢ « barrel ai the 
very time the United Siates Hevy was being forced to pay $1.05 a 
barrel. 


"The evidence before our committee indicated that it was expected 
that in the fature this Arabian o11 would be used in Bercrs ant 
the Fal'East rather than in the United States in order to 
the cross bsuls that otherwise might result from the present ex- 
ports of 600,000 barrels in 01] from the United States to countries 
outside the Western Eacisphere. 








¥ 


ewether or not the interest of the United States in the handling 
of these of1 reserves anf their possible impact om world peace will 
receive primary ansiceration seenas cpen to sces dombt in vier of 
the evidence before cur committee thet the protestations of the 
cospery representatives that this operation was an american enter- 
trise payine american tex3s bad @ somewhat hollow ring when it was 
disclosed that on an investment cf #100 ,000 one of the mbeidiaries, 
a Can@4ian cor-oration had mace profits of $92,186,107. in recent 
years on which nc taxes of any character tc any government have 
aver been paid ard ancther subsidiary. a Sabasea corperetion, a am 
investment cf §1,000,Q0 had sade profits of $25, 387,673.44 om 
wich similarly 7) taxes had ever ceen paid to the United ftates 

T ary foreign jovernaent. 


“mer ail these circumstances it seexed anpropriate tc oring this 
Situation to your sttaitian fcr whatever expiocration and ection 
you felt sight be warranted umer saiisting iaw, decisions and ds- 
crees with a view to sesuring that tie interests of the United 
States and its citigdes would receive aprronelate crotection.* 


O& April i6, 1941, ue. °. a. EOFFETT addressed a letter tc the 
Presicent cf the United States tc which letter was attecned a seacrantum ir 
wiict of] was offered tc the imited States Covarmzas:t ai approxiastely Ls 
per barrel. They ar€ set cut as follows: 


=% 





“130 Best 3rd Street 
keu York City 
april 16, 194 


Sy dear fr. President; 


“Referring jo the interview which you sc kindly gave ae on 
Sednesday, April $th, and in Mine wth your reqesst. I m attachieg 
hereto @ memtranicz covering the existing situation in Sandi arabia. 
mr ge allgreng hang adie a asens of 
‘ig viding funds 


"Cur représdniatives Lave had mserous conferences with 
{ie King. Eis financial situation is desperate. The British 
is endesecrins t> have this increased té nine hundred thousand 


pounds. His budget requirement is ccuservatively 
$20,000 ,000. 


Woe + referred to the four Danish Tank Steaeers whick nigh+ 
be utilised to transport finished petroleum products. if the 
United States Sovrernasnt will advance to the Eing of Sali arebia 
#&, CCC smuallv for the next five years, we fee) confident 
that we ear werk ce Sat with tne King an arrangesant wherst: i Wii 
Ceiiver throvgh us the fcllowine quantities of petroiesus products, 
a at the prices mentioned: 


1,800,000 Bhis. of Gagsoiine at 
2,660,000 Fbls. cf Diesel O11 at 
3,400,990 Bhs. of Peel Gili at 


totalling approximately $6, ,000 wer 


nT sincerely trust that sone way way be found under existing 

ee financial assistance, which he 
ac urgently needs in order tc maintain his Government in a stable 
condition. Se believe that unless this is done, and soon, this 


Inderercent Lngiom and perhaps with it the entire areb world, will 
be irom intc chacs. 


Tours ver; sincereiy 
dé. &. KEPET® 


*#¢eeegee 4 








the revenue from the pli:rizage ani custoas duties te finance hic 
jocrercusst. Due ic the war, this revenue has been reduced to a 
negligible asount. 


"The only economics resources cf any substantial velue of 
Saudi arebia are ite oil Fesources, the developapet of witch hes 
Sesi. Saricusjy interfarred vite G scccani of the war. 



























The King has privately expreceed himself, and we believe 
gincereiy, as dtromly pro-elly. Ee other sen in the srad cam- 
tries, cv among Kosiem the woric cver, comands prestige equal 
to his. In order to femd end saintain caontrei of his recple, 
wich is aesqntisl tc caiatain his orestise in the arab worid ari 
elsevbare and to presare, even in & moderate way, for equipping 
tis cum soldiets for sezvice, Le estimates that he will reqire 
o.5,XO, co per anmum until the emergency has jaseed and he re- 
cantlr demarded that the Galifornia arabian Stesdard Gli Company 
Supply hie with 96,000,000 during the year 1941. In addition ts 
this, the Hritish have promised biz 40C,000 Pounds (L) sterling 
turing 1941, which Le hopes tc increase to 900,000 Pounds (1). 

7 








*sasec ti tire Lest inicrestion which we have been able 
es cttain it is our cpinicn that tre Eing’s estimste of $10,000, oo 
y tris yoar is sodevete ax Cicse tc 6 minicum figure fcr escen- 
ne exrexnitures. 


a} 


“he Salifornia arabian Standarc 211 Company cams a cil 
mncessica in arabia ecnusisting cf apprezimately 162,000,000 
acres wc embracins ail the rrobabl> cil territay of tris country. 
“his area is seis ail i ely 2puai in size tc the states of Calf fornis 
etc Cregen. The original comcessice sez acquired in 1933 and :runs 
par 


—.. © 


ay Se a5. The company is cf american nationality ant * ca 2 
is is the Standard Cil Company of California and SO) per cent a 
by tke Tezas Correration. Thess tKi companies betugen thez haves = 





anyrewisstely 160 ,G& american stockhcléers. 


“t.s Sevwelcpmert scrk commenced ir 1933 at to date the 
company bas discovered cz: three structures an estinstad 750,000,000 
1s cf crude cil reserves and there are xneny other strectures of 
cus icemle reise Ss The Ceierepion Sanderd 
S) Cosmeany Ges so far srert srprtxizaiecly 927,300,000 m unis de- 
selcpuant. In additice, ube compar; nas advanced ta the King 
against feture royalties 96,800,000. It has ace ceases te s point 
where it is impossible fcr the company to continue the eroring tcr- 
ee ee 
cclarly uxter present abuermal conditions. Jiowever, the king is 





iid ws tnat unieds cetedsary financial asaistance 
's iseedistely fcrthcoming, he has crave fears for the stabiliiy of 
his country. 





". We worese that the United States Governaent turchaes from the 
Sandi aratias Oevrermeant fiaished petrolew procusts ta, tis 
value of six million dollars annually for u period of five years. 


£2, The company will contract with the Eing tc produce, aanufacture a 
and load sucht products fer his account at a Persian Gulf Fort. a 


"3. The Hing will waive royaity on an awount of crude of] corres- 
ponding at current royalty rate tc §6,000,000. 


%,, The oreiccts —— under this arrangemert, except that taken 


for use Gy the U.S. Ravy cr other U.S. Governsent purposes 
within the sfea, Souid here to be soved onteide an ares az 


prckisaieiy cefined as folicus: Egypt, the fast Coast of 
africa, South Africa, australia, India, the Straits Settie- 
ments, Dina, vapet and possibly the Philippines. 


5. we SQ ces. that for the rurpose cf determining the quantity 
of preiccts sie uer this arranpemen* an agroement be reached 
as t¢ to@ prices of certain rrocucts tc be supplied cver an 
agresd pericad. 


“. We suggest thet cur State Depurteent approach the British not 
cmiy tc increase the azcent cf money which the British have 
been acvancing to tie Ling, amounting to £00,000 Fronds (13 
sterling per year, dot ass te request tos Britist. to continue 
tf make Suct edvances in sufficient amcunt, which, added to 

whose sale by the United States Government, plus ony other 4 
revenue received by the Kine. will tetal approximately a 
4.0, Ge, Se per year. any Eritish advances shauld-te on 6 
political and xilitary besis and shouid not invwoive thelr get- 
ting azy cli frowe this concession, the British at tae present 
being Seli suppiied from Iran, irég and Babreia, Bic.* 


In Seragrace 2 of the letter te grisopeys dated grt) 14, 1941 ' 





brs i. 4, MESFET alleges that the letter & Govan te hie tn eomck dreft fore 
ts the officials cf the arstéan american cil my Tread tiat “EF tie United 


Distre Geceeauah ait aman ke cae tear oF ee ee eae ce aa 
anrualiy for the next five years, the Galarazien Stendaré Of) Company will 

agres to deliver wu the United States Soversmmnt for the secomt of the ! Fins 
the following products. * The letter then went on in exectly the sane wordage 
as wevicusly set forth. ee A oe coe ee oe 














a ee ee oe wad MTT tn te seh ras matted 
It appears thai tne 


in tis iibrary at aa 



















Ww. MOSFET stated in hearings bef-re the Special Committes to : 
investigate the National Defense Program of ths United States Senate on 4 
March 22, i947, thet in spril 194] he was approached by FEED GVIES, a 2 
geclogist and then president of the arabian doericen i Company, and a Mr. a 
LIOYD HASSLE, an official cf the same company. Mr. HAMIL 
turneé iros arabia and while there King Ibn Saud had demanded 
dcllarz frca what is now known ss *he srebion america: O11 
vance royalties. Thi: six ailiion dollars was tc be paid 
years. The royalty F was figured at four gold suiliings per 
proacuction. ‘The kine "4G (oid RAXTLIGS that his 

of ten aiiiion dellars per year and the British ¢covernment was to 
40C ,00G pounds a year. Ecwersr, he hoped tc convince the British 
tc raise their royaity payments to 800,000 or 900,00 pounds 2 year. 
this was accompiishec, the minimus balance tc maintain his government amcunted 
to s:x million cellars a year which he expected the arabian American Gil 


Crpeny tc ferniss tc his government. 










a 
At that time of] production was not sufficient tc pay the king the a 
six sillicn Jo.,lars per Year demanded. according to KOSFEIT, rrior to a 
War we king cf Saudi srabia had been receiving approxiuately three sillia 
Goliars a year as gits from the pilerius on their enmual journies to Mecca. 
The to war these pilsrinsyes ceised and this scarce of revenue stopred inso- 
far as the kingdom of Saud! grabia was c=ocerved. 
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b7D Per ATR 


we atove inicrmation ccncareizg the history of Mcdtie East oil 
coupenies was ch*iiiet Irom the files cf Gr:fidestiai Ieforuset F-1 rhc is 
& Teli ance exper: a cil aatiers. 














two companiss uniter ths 
ih ,383,562. 2, for a total cost the a of 965,390,929. 54. There og 
listed herew{th a breakdown according to the type of oii and the contracting 











3,074,101.79 9 3,487,130.75 

levy Special i ,600, 36.22 12,744 971.03 

Havy Mesel 15,163 cogs 
Wetor Gasoline 

Total 7 302.01 

Bavy Special 13 ,416 154.3% Re ,045,. 873.97 

Yavy Mesel 5 824,566.44 9,713 651.64 

Motor Gasoline 1 859 .68 1,001,952 

Total 20 ,641 ,980.50 $27 451,427.53 

Grand Total 4 , 355, 5é2 Sick © 965 .190 925.54 


The firures on the actual delivery of cil to the Mite’ States 

wy by the two companies were cbtained from a report maintained ty Comarnder 
caRL S. ESCHER, United States Bavy, shich report lists under each contract 
the amount cf cil teliwered, the tanxer tc which the cii wag delivered, the 
total price and tie date the oil was actually put on board the temker. 
ee ee ee ee ee 
bevy at tre present t eee ae, ae ee a tw copies 
ef #hich are hei i aaa Toes. rem for their information. 





: ae se, ae ee 2 ee es ee ce a 
fozicring éstigation is being set ont alone the sane Lines az the original 


rofest maf the Derren In ite tre mecentue, 


photestatic copies cf the 4 checks between the Tnited States Haw and tix 
California Texas Oil Company and betwem the inited States Envy «cd the 
arabian american O11 Company were requested. Captain EXRARD 1. WOOMZARD, 
Grited States Savy, Clearance Section, duwige Adrocate Geasral's Office, 
stated that +¢ the criginals of these contracts were in the ends of the Senate 
Committee under the chairmanship of Senstar Gaks BGSSEE. TM stated that 
as coon as ther were returned by that committee he wold errenge tc have 

























~~ 


thotostatic ceples mads cf sajd contracts inasmuch as he nage that tae 
criginale should be maintained in the Mavy Denartaent te bs prodcced «% any 
time where they are necacsary for actual trial. 


Captain WOODARD stated that an fer as ths Sy records were con- 
comme, tha trite? States Eevy ned atercd inte contracts aly wits the 
California Texas O11 Geaveny, he arabian dmeritan Si coepmy, acd ths 
Californie Tevas Gil Predurts, Incerpersted. He stated tliat the Marvy had 
entered into no contracts with perant orgenisatione of these companies or 
ary subsidiary ccurmmies of the above for the purchase of fuel from Seuti 
arédia or tne islam of Sabrein. 


&. QWaLItTY oF SIL PRODUCED all REFINED 

There is eet forth herewith the memcrandum cf K. 4. STUART, Mesr 
stxiral, United States Navy, to the Secretary of the Mavy, date: Kay "7, igéli, 
discussing the possibility of Navy using of] from Saudi arabia. 


fd 
“ae > Mer . & 2 


{> 





“1. I hawe investisated the mesihilities ; 
cil from Sauci arabia and i find conditions to be apprexiaately as 


Let? 
avssuwot 


he The casciine tas a very low octane musber, about 70, 
whicr correammcs to a second grace £58011 in commercial tse in 
this country. It conic not, therefore, be used in airplane ser- 
vice tut Couid ander necessity tbe used for ordinary purposes, ai- 


tromsch not atwis Le Ps 


nant its use is inadvisable aid is sot recommended. 
The suljimr catent is 1.5 to 1.98 wile Gary specifications have 
& maximum limit cf If. ‘The sulphur would bave « wary delateriows 
corrosive effect on tae exhaust sysien. 


used from — [Ersaly simreting standsooict, mut a acacumt of its 





"4. The fuel cil is of li a.F.I. gravity and viscosity under 
at 127°F, Purely from at operating stanapoist tis feel also 
could be used, bet again ite wee is highiy ineivisahle fcr aevai 
vessels co accowst of its high sulgbur content. 3.94/ Sasz speci- 

fications gulpeur limit is under 1%. 


oti 

























ase of thes Seals cord oly be 


> S "7. Tt is possible that ese for 4 args pert 
as might be found in the merchant service where the fuel 
pe | are not se strict for obvious reasons. 








*“H, A. STUART 


Rear ateiral, U.S. Revy 
| Director. Hevel Petroleus Reseryes* 


4 





| My. ECGART EB. Fiibiial, assistant chief of the Gil and Gas Gas Section, 4 
Departeent of interior, stated that he had no recollectian of eaking™exy ee 
Statement concerning the use of arepian foal oi] by any Neval weese] . “a 


where iS set lorth herewite tue Anciosure & cf memorandum cf C. C, 





a00L tc the Special Senate Committes tc investigate the nations] defense 4 


= Es meets 





2 average Der sarTrei 


&. Fersiai ALT Ravy Special g1.327 pmiesel 31.198 MoGas §i.¢ 
| Amputation: Ffersian Giit tc Malla per ton 7.65 x .45 - 3.53 
Persian Guit tc Yokosuka cer ton 16.20 «1.25 - 2.55 
Fersian Gulf tc GQuas per ton $.85 x .30 - 53 


Feus pet Ua. 











7 Sivice per ton price by barrel per ton 
Lavy Special 6.8: Mesel 7.4 ani BoGes 2.7 

&. #est Coast mavy Special §1.X€ Hiesel g1.171 MoGas $1.22 

Computetion: west Coast tc Manila per ton 16.00 x .45 - 4.50 

west Coast te Yokcauza per tm 7.40 x .25 - 1.85 

Seat Coast to Cuas per ton 2.52 x 30 + 3.55 








Divide hy crertceusly imlicated barrel per ton factors. 


Cc. aruba avy Special $2.202 Peete] $2.05) ‘WoGas #32 | 
Compe tat ian: arabe. to oniia per ton 17.20% 45-7056 








4 Ae - = 


CE atl Ee oe cp RR ne im ae - Sti tagealege TSaNuRsEteeTeannteanmeimanaais Taam aeaemndatiaen Bmeteiaaanesen aieiin vtenimanemmaannneriedime recat eet Hp Se ee eco 
. * : - td i wom, ee ed 
. om Pe , : Sts tole 





Divide b: 


DBO. S. Golf Mery $2.5 
Computation: 8.S.d0i7 ts "onde 
— to Yokouaka 





Average Per parrel Rate ti Maples froms 


a. Persian Gulf Mavy Special §1.196 Mesai $1.0 
Computation: Pereian Guif to Eaples per ton $6.15 - 
Divided by barrel per ton factors as follcws;: 
3. Bast Coast Navy Special 91.056 ese 3.953 
Crude §1.C2i 
computation; Bust Coast tc Harles par ton $7.25 - 





Aviaed & sarrel per ten factors. 


iMivided ty barre) 


Mavy Special ¢ 
TEES Gi. L352 






$26 





Bavy Syetiai 91.911 
Conde 31.83 





Divide by ;reviously indicstsd barrel per ton factors. 


c. aruba Havy Special $1.03 
Crude §.992 
ezputetion: aruba to Neries per tom $7.04 - 


a1 ‘actors. 


U.S. Gait to Naples per ton §6.75 - 
Divided by berrei per ton factors. 


den Pedro to Miples per ton §13.00 - 
















Bese) oc.  IGes $1.957 
par ton 18.45 xX (AS ~ 8.71 ec 
per ton 15.40 x .25 ~ 3.85 
per ton 16.22 x .30 ~ 4.97 


§i7 53 ne 


72 «= HoGas 5.9% 


Baty 


Diesel ¢.9277 







ihkesel $1,151 









Maoei $1.71 





cee 


+ 


























ITT average Fer barrel Bets tc Bremen fron: 


A. Persian Gulf Mavy Srecial 61.663 Diesel g1.434 SMoGas #258 
Computations Farsian Gulf tc irenen per ton $10.90 - 


B. Kast Coast ‘avy Syecial §.845 Mesel §.75 Xotas 2.661 


Gomputetion; Kast Ccast to Bresen per ton $5.75 - 
Divided by bherrai per ton factors. ee 
C. arubs Mavy Srecial 9.963 Diesel §.862 Yeas 8.753 


Computations arube tc bremen per ton 96.55 - 
aivided by barrel per tan factors. 


D. U.S. Gulf Navy Special $1,125 Diesel $1.00 Motes $.279 3 


Computation: U.S, Rif to Bremen 397.65 - : 


Givided by sarrel per ton factors. 
# 
E. West Cosct mavy Special 91.932 Diesel §1.644 Motes $1 .436 
Compuiations San Pedrce tc Bremen ae tom $12.50 — ; 
Divided oy barrel per ten factors." 3 


Captain, KCGLisil stated that LICYD baNILTO®, former general sanager 


i talarabian O11 Lempery, tne pe Siacesect of tie arabian agetican Gil Company, 
tg seceased ard ine Kavy Department fileze failed tc reveal army information con- 


cerning any statement aade ty his that ha witisr Navy was using the Sauti id 
aratian cil satisfactcrilr. q 


Captain @ClTadi turnsc cver tc the writer the following correspon- 
tance concerming the assignment <2 tac netrcleum tecimicians tc the Fersian 
Bl? tc inwestisate tat acca's abisity tc protimes Tuel suitable fer United 
70-25 SSVal Uses 


“Frvm: The ‘cies ci the mreas cf Ships 
To: ‘the Gitef cf Mavai Perscmcel. 








“Ha: The Gief ci tre Office cf Procurement & Materia? 


jabi: Ensign Mcharc &. Geniel, E-7!5}, SS 
lecseat fice orders to chadge ef duty. 





“.. It is requested that orders bs issued detaching Imei: Biciars 
i. lantel, B3(3}, USMR, from duty in tke cffice of the inapecter 
of Suvai Material, Hocstin, Texas, and such other duty as cag Bave 









tee eM eagee 7 


0 46-1908 


beer assigned hig, directing hist. ic jaoceed and resort not later 
than august 20, iGec, to the Gil? of the Bureau of Ships, Nuvy De- 
partment, Wastington, D.C. for temporary auty under instruction; 
upon the completion cf which to proceed via cuch trant, ortation as 
may be furnished by tie Bureau of Mevel dphegerarne including con- 
mercial air ic mhrein isiend, Persian Golf, open azzival report 
to the Resident Inspector of aval Material "for duty in his office. 


"2. It is requestec that Ensign leniel te auttorized per diem of 
6. “while oi Sir travel status and while cn duty beyond the son- 
tineamtal lisrtts cf tia lrited Staies. at is further remested that 
o@ be authorized tc fericrm such travel including by air, as may be 
necessary for the orcrer cerforsance at nis duties. 


">. dis establishmert cf a Resident Inspector of aval Vaterta) « 
bahbreic Islam, Persiar Dif eas sade necessary due t- the inci ened 
amaunt ci petrcoigua woducts being purchased under Lend lease aj 
Prerrieticons. This if 4 very vital in .on duty, and it is ur- 
gentiy necessary for ms: -@n Daniel tc arrive at his new stetion at 
tee @aliiest practicable dts, ac it is considered recessary for 
mit to travei iron wascingtom te his nee steaticn via air. 


Fata d ¥ ve 7 ee ey tp 
sf Te A. cmoCES 
hm vlrecticn*® 


a a a ee 


we TE + ae 
Bad 5 @Awy a “ihe 


"Frrce: The Biel if wava, personnel 
ier: Liar ant 
s.iften 3. weddin, cr., B-T(55, 7.5.5.5. 
wesite (fl Piccurenent arc haterial, 


"Via: The Ghiel cl ti offices cf Frrocurezent 4 Material 
"Sabi s Temperar: acciticnal duty. 


T- wm Sirectec cy tra Gief of the Gfice cf Procureme:t and 
Materia, you Will proces tc Eabrein isiand, fersian Calf, via 
such sear dbo inciloding ‘Via air, as may Le furnishe? by the 


ereax of Naval Fe ersonme., et Sach afrival you will acome temporary 


auty as meni tert Ins; specie of Laval Material, U.S.E., Petre 
Products. 




































“. in tition tc the acteal sost of trave: s per diem cf 36.0 
Mss oppagerian 


Products. tirein Talend, 






cit STATTEG 
THe’ HE IS MOT DRaRIXG @ PRaSIO® DISABILITY ai lokaXCE, DUSeBILITY 
COMPEMGaTICa Of RETICRD PaY PECK TRE GOVERNIGET CF THE UNI“ED STATES: 


“lst Eudorsenent september 19, 1642 
*Froe: she Bier of Procurement and Metertci 
tes mt. ciifter §. SuOn , oF ., uF" Ss) » Unde Melle 
ere e.ivered. Proceed on sr abow’ September 23, 1942 and 


carry cut bazic orders, 











om-1,262,292 West ington, D.C. to Mew York, E.2. via eR 
ne Neshinstcx, 3.5. te New York, B.Y. 2 seat 


s/ 1. © ve oust 5 § 4 . 
; | Feutenant, hates 


ome ew oe me -_— eer er Or re eH © 


























eft Psiington, D.C. 2000 Sept.25,1942 arrived N.Y. 2030 sept.25,1942 
Left Mew York, E.Y. 0923 Sept .28 2542 arrived Fisherzen Lake 0145 

ft. 3 £942 * 4 

left Fishermans Lake 1058 0ct.9,1642 axrived Galrc, Seypt 1017 1 

Stee 1342 a 

Left Basra, Iraq G40 Oct 27,1542 strived Bahrein Isle 0730 Oct.27,1942. 


S/ "C. S. GOMIN, J 


svhrein Isie 


"}. (Cffice of Insjecicr of iaval Material ,USH, behrein Isle, 
estallished this date. 


svanrein Isle, licw.17, 1942 5f °C.5.GOD0IH,J 
Peid: $222.0 acm. .P§ & T 1643 
YoucLer He. 1-428 


nm the wiginai request for investigation by the separtaent, a re- 
lek aia oata fer schedilie of tae results of tests cf Seudi Arabian cil 
Samples fete by “uiarabiae a.tached tc sesorandua dated January &, 1942, from 
Stamard Cil Cospey cf Gait‘ornia to Rear sfimiral Stuart. Partain GOOWWARD 
stated that 4 genet cf ats Ziles failed tc refiect amy much sezcramiue. How 
evar, he tornec over to the writer & copy of 4 commmicetion from ¥r. k. C. 
aie ith cf the aty-sevy reurcieur ioard, dated October 2, 1943, on the subject 
Sandie gratia; expected Bavy {vel cil Siend.* ihis seworencia, together with 
the rescits cf tesis, is as follows: 


“Ate ti Pa toute 


“i. ro igen enna xp cleo ental gt 


Seaeih sets cee us tak tenes tee a ee 
end Turbine Laboratory 2: Philadelphia for study. 


Le Tne results of this study indicate that the blend should te 
sizhle and compatible if the reported éuta is correct. Sone donkt 
ee eee ee ee ee 
Seat ferret cree ete 8 2-7 eeraks pag, pps 
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50% asphalt and having a Conradsca carbon value of 10, could have 
a viscosity of 1500 ae ue & par point of /70°F with- 
cut the presence of sax. I. MILIAR rerorted timi no wax existe iz 
be residuum itself, aithough the lube et show it is very waxy. 
























"3. the Kavy iciler and Turbine Leborstory is somemhat skeptical 
as to the [inal blemi's stiiity to make 25 S.S.F. viscosity @ 
i2z*¥, although the asshaltés saterial ‘n the cutter stocks #121 
definitely nelp this point. The Mavy Boiler and Turbine Labcra- 
tory feel that is the final tiend, af indicated, will have an AP! 
gravity of 20, and a Conradeon carbon valse of 4, the tlend will 
be satislactary. 


*4. by. MILLEX imdicates that the Standard Ci] Cc. cf California 
would make ali tie necessary tests fcr ccepatibility, viscosity, 
stability, per, etc. ait there, but would, in any case, seni the 
{inal selected biend tc Philzdsitiia for the Savy's arrroval. The 


Kavy belie: ard turbine Leboratory surrest thet three or four pos- 

sible blends, ra.ner the: cis, be sent there for apprewal, sc thet a 
variations in reficery cperetion will not he Lizited in trying to “4 
make the oly coe a™rcrsc bien’. They further suggest that the 3 
Stamiare C1l 2, ci caiifcrmia wix these final biends with the nex 4 


Sreli fuel mace ic “liflania, as it wears the amat difficult 
ccaypet ibility test Likeiy te be set. 


yw oo ~ we ai 
S/ "2. 0. aL DAES E 
s we a 


, AM. catrite, wirem of Shins 





Straight run resid: 61.0 13,0 L5G fio” 
Craczed Tar BE 4,5 1600 -“* fare 
kefcamed tar 3.7 Soc és vey lew 
Straight Bon lAstiiists ateZ 2,650 so Very low 
Tiarsa: Sracied Cotter Socr 2.3 a9 very iow 
Cycle Ses Cil (TOC tnitje 5.0 | vary low 
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| “4. Siraight Bon Residuum 
Gisnti ty 
Grevitr 
Viscosity 
oi a 
Pour 
aspeait content 
Conretisar, carton 


ror 
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*2. Srecked Tar 
qantity shout 4500 BCS 
Fiscosity 1600 98u/; 30°F 
Gravity 6° a,P,r 


soles High qality cracked tar cf low becol 
ineolzble ani sedizent by extraction, and 
a HCI of act over 0.03. 


el. Gefcrmed Tar (free reYorezing straicht ran napnta.) 


Guantity SOG BRCD 
viscosity 


“es 


att dS ie he 
TE NaN 2 oe > AS 

ee ot i 
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meen 


we 


ater 





(eum ts used if setisfactery?" 
There is set forth herewith a report cf the Inspector of Bay; es 
haverial, mirsin Island, tc the furesu of Ships, dated Berch 2, 1943. ae 
Tox mresu 7: Ships, attention Lt. Gadr. ¥. C. Latrobe, US¥ a 
Sati:  Calilorcis arable Standard 01) Commary - Yizit tc. ¢ 

anel Ficesheet <i kes Tamure cstinery 
“., te factlities of the Califoreis sabia Standard (11 Corpacy, 


- i; decile Soha hae ace Sees eee Ga nae 
ame., 1943. The fellcwing company officials ware conmtactets 





. > an cil concession of 165,00 auars niles cbteined from 
the Samii arabian fevernment «x. Fiuly 14, 1933. CaS0C 
508 by the Standard O11 & wa at Thabran abe and Xe by cs Texas Co 










































the ce is s complete wit with ' 
far resoving cae ; fron the aruie col 









wells, tie tee cradg siabi iising plant, crass storace tanks, and 6 
stStac: Por settee eee ae sone 
nates grenyy 255%, 


sto te refinery st Eas 





rouge 7a ap 
wer stout 770 anericers, including nunber of families, ware eam 
tes 96 owing to curtailaect of drilling 2 : 











* 





hes & far sighted policy of dealing with the arabs 
and is cooperaticy | ith the Sandi Government particularly ia the 
iis of water sells and develegting cagercus irrigation pro- 
jects. tie ufusudlly a@iitious proposal involving the cultivation 
of sims 44,40 tres otar Hiyada, nome cf King Ibn Sand, has been 
held up macins delivery cf large seter wers from the §.§. The 
cree Se oe ere ee ee vegetables for its or: 
kitemer gnc has 2 sisechie herd of cattle ani dairy cows. 





fieic has Deen deve 

i Tawaiy iéeding inic the prevelling : 

(Faras ucng. The surface is perfectly flat cce- 
resed of very hard natoral clay fith a rk foomiatim. This 

field was slained tc oe capable of landing any know sive lane, 
4 Beailer emergency iiriitid is aiss available near the cil caan 














at Umenran . 
; "S26 gst at es “eek is Wii krown tiragicut the cepa 


East for the axceli= ance of its accomodations grt high ecveie cf 


ite euplocyves. Cooperation extended 9.5. dhe atarapoe pig and 
ciier areged forces in tids area has bean excelieat. 





wae drilled toto the Been Bene and af] 
aaah eee cee 
























Sabrein operations drilling was extended in search for deeper cay 
earzts and in 1936 a high quality c:ude wes discovered at 4,200 
fsse int tos ‘arab! sone. at the .ye tiae there ars 19 com 





ther fields have been explored in the concession ani wlis 
shcring gcc production possibilities completed. So ofl is ccl- 
2ected from these other fields and full development awaits rrovth 
of market cutlets. Tre welis have been ~ompleted at sbqsig (about 
XH wiles es south of Thehron}, aad one 106,000 foct well at ate | 
etre, {about 56 alles north of Unahran and § mi iow inland fro a 
the Pereian Gif}. a wild cot has been @riiled at Jani i isewral 
BILSS south af ihe Neutral Zoe belcw Kuwait), and another wildcat 3 
wich, at the present sar cf ccapletion, has prewed to be a 
dry icle, at bis'agala (about 146C ailes west of ihahran). 


‘al ine present tirs ne Griiiing operetions are being 
carried on. 





scrude of] flowing from tue Seesen Dome wells at well bead 3 
jFessure cf atout 00 lhe, is carried by a netwerk cf lines ic ] 
a Camntral fas separata syoten a@ar the thatre Gam. here the 
crude is flashed an two stages, the first staze places Nes 
aa ai the second at 50 lbs. “as from the seraritors is = 

> tania eoaay teen Suna el te i mete a 
$iabi lazer Plant. 


tat toe Stadiliser Plamt tie croade is heated and farther 
Sjashed at 5 lbs. pressure in three parallel prigsry fraction 
Sting towers where hydrogen sulfide and wet ems ars taken over- 
h@ad. The stabiiize’ crisie from tne bottoms of the towers is 
ee ee Vmupacity ci the primry towers is 
alerst. 5 COG bhis. per dsy of etshtlicad crude. The wet gas 
overheat iS coageessed in tre stages, cooled amd the liquid and 
gas Gharged to « fractionating tower cperating at 200 lbs. ores- 
sare. ignite ak mee kar ae ee ee 





“as comressers are criven by gas angines and mr = sigan 
is generated by ras-firei boilers. The cccliag water tower's and 
tubular oil condensers acc cociers are built a8 an integral unit 

whith water ape rtren? — frca the wecdsa cooling tower secticn sver 
the tubes of the cll coclers, then tc sumpa where it is picked up 
ee oe Reeve Letad to the top of the cocling tovers 








_ S& Pipeline capa le c7 carrying up to oo 9000 boils. per dey 
runs from the siabilized c: ue tanks tc the of of] Large poise 

docks at @i Arigivah (Lome sine) about 1C elles southeast of  _ 
Wangan. TFS =msil crude ctcrazge tanks and « diesel] ariven puey 


(about ¢,G bbls.) per br. cap.) are at El asizivah. Three barges 


are availatie for carrying crude from azgiziyah to the urlloadinrs 
tereinal at Zaiieg on Gehre:: Tsiend. se apessage targine rats 
is about 35,.°¢C ocbls. per aay, which is alec the capacity cf the 


pipeline Ica a to the mirein eee at the present acnezt 


aly about o-¢ OC ibis. rer saa) cf crude srs ceing shipped fron 
arabla tc tahrein. 


"A cruds ripe ine capatie of carrping up tc 50,000 bbdis. 
TRY GSY Tune Pipi arrar tc we refinery ani ipading docks at 
was Tanmarear, 4C miles ocrth of eyes the ancherare at has 
sapural is 3 zest ag. yards c2f shore in & feet cf water. Four 
$2 ial ine iines ran cuk tc we cities byoys, each with @ cape- 
city © obis, per imu. Twe of the iines are used far w.ite 
ells amt Gc fir biases cllis. at the present tine 25 si paents 
: 7 THhlLG Crom tre bas Tatura anchcrage. 


As 


ine Mes Temurat ‘aatiner; -5 4 Samii unit designed to process 
4 Ate SAB. PST say Ci arebiat. c.uce. The followirs ysyieia of 


apes os. i Daxy ¥o2 
rude (35°aF > 3 COC | 10.6 
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aFG 46-1908 
"4 fle: sheet cf the refining unit fe enclosed. Ornda ct} 
Tom storage is pumped througs heat exchangers and a e721! ;as- 
fired heater tr the crude cisttilation colmmm. es and light 
ee pe gathers. grgagp Aindlrpaagme Pi 





friar done the rede salam snk oto enparee steam sttiper 
até sent tc storace for use as fuel cil. 


"the heavy faphtha side cut is charged 2% 1,000 ibs. pres- 3 
sure tc the reformer furnace crereting with coll aitlet tespera- a 
ture cf 1,020°7. The reformer crocects ave qesacted ani sen ts ; 
the sou ae, Teicreet Lower shere reformed .cscline ie taken crer- z 
heed and light tar as bettces. ihe iignt tar, together with ; 
polymer froe the bottom cf the polymer. tower, is steam—etriccet 
ord sert tc storars foo burning or fuel of] blending. The reforned 
gascline is passed throu;h fclier’s garth in Grey towers tc reacve 
Pomweorming eeostituents ac ligprewe eeler, = Folreer jruduaced sy 
22 operation is separated cut in the fcllowine polymer t-wer. 
he cverhead reforned gaaciine (octane mumber <f 65-72: ia com 
sense@c, mixed with the siraigii ren naphtha from the crode tower a 
ai args tc the stabiliser tower where light ends are reacred ° 
to produce « statis raseliine cf stout $ abe. EVP. 


“ia Has Tanural refinery sas shut dom in Jone, 1641 acd 
cas rot been cperated sines. a1: equimment is tein: mirtained 
ama the unit can bs tet om strea wit short notice. 





+ 


‘ir. Table I ere summarised trrica! inerecticns cf refined - 4 
yrasucts saan. factared befcre ims Tanarel pefinery was taken cff | 
stress. c suck emphasis mouid sct be picoed on these inspec- A 

-i ons ak by suitable blending and modification ci refiring 4 
cperations (particalarly is the ewent that plant cenacits {is J 
airaued) 6 Clesm ue conch (eo Gcas fica eo 1s ca ¢ 
Bs paa@ra., insofar as preset distilicste siaces are concerned 
Sstisiocicay products cisely reseeblins those mrodccad et Serreir 
refinery could be mde. Oring te lacz of eelshor dioxide extrac- 
Sich equipment Mss Tamra: kerosme "cals Lave pocrer terning 
qeaiities thar ishreiz precection. 48 at Bebewt« eeicers ete ts 


iy me 






ee pf diesei ani fuel oils, Owing to lack 
? cracked fue! 331 stocks Shae Ss fsseulty might be experienced 
- senting Nery fudi of] compet: 4 lity speci firsiians. 


chats 





















he 





The icine emormdun fron the Departseet regatta copies of th 
report of tin Inepector of Saval Katericis, Eabrein Islan, to the Ea 
Boller Testing Station at Philadel ghia, Pennsylvania, dated ted Wer 35, 1943. 
There are seing enclosed te toe Surem tro pheicstatic copies each of re- 
ports Nos, 3422, 25924, 35225 and 35220 on tit subject of avy grade special 7 
Susi oll samples froa the “Rahrein Island refinery, Abadar and Esifa, sub- “a 

tted for brand approval. . 4 

There is set [aru herewith report of special committee estab) ished 4 

| eerent with the Gritien in 1943, concerning tests sade of 4 
fahrein and ri aramce of stl which was turned ever to this office b= © Copiain : 
al of the av Dererinent; 





24 Pebruary 1944 : 


“1. In eccordence with your letter datad } 9 February G44, 
above subliect, answers tc tie following questions are listed below: 


“a. ‘wat action was taken cm tae letter frome “eneral Lee 
te the arer-Nevy Fetrclain soarc dated 15 damary 1943 and on the 
sevtar from it. Gicnel Feui to General Pyron dated 25 May 19437' 


“qnsmers The leties from Colonel Paul was anorered ty a 
Letter, catec " June 1963, frce: Generel Fyrom (Tab.1) attached. 
the letwa from General Lee was not answered directly by aXPS, 
altLough, sitcc wen tc the date of his letter, varias asreensats JB 
and decisions were resched teteom: the faFs and the area Petrolem 3 
ice in UK. Hegerencers tc these subweqpent actions are al] marked “s 
{jab 2} ca the attached file, subject: "British Speci ficaticns A 
Committee’ wiich bas beon borrowed from a¥PS for the mrpose of 
au@@ering tae specific qiesticns raised in your letter. <ire of the 
satz, attiens of ve S=P5 cn tais probies Was to estab) tc’: the Joint 
Services Petrcleuw PF: Boecification Gmeittes (apprewal at 
anre weetic: ca i iis ~73} whose functions are tc: 


wlEeELE 
2 Gis 


—aeee 









ear) 





“Tt is the opinion: of this office that the action teken by 
4hPS, in ¢ccperation with the 0.5. sry and the U.S. Wavy, to co- 
ordine?s specifications ss described in fad 3 

sreaete yg ive nae oplige Pratl os eye tpmein anid sy 
. © lon stich wend be s 









Products Specifice?icns conde moa hoe gane fdreerd even 


%. Has the Special Gcamittes ii London finished its work of 
combinine amé simpiifyins srecificstiona and what have they acccaplisied? 


“gnawer; The comittes in Leadon has completed its work and a: 
'nform.) copy hes been fornished tc his of fice and is marked (Tab 4) 
attached. This copy sas received t a¥PS from their representstives 
in the UE. eitnoug: tre of ficlai cepy which will be uansaitted 
odes, itish channseis has net yet reached aNPB. This report, is 
roerlete With the 2xception that appendix ff was nct incindad in the 
in?’crmal copy received, although its stsance is explaine? in tine 
lir\et semtenes of reragrant. 2 cf (Tab 45. The Lomica Scomitiee kas 
Si parently comrieted its chjective, namaly3; ‘To consider the re- 
suCticn in cuacer cf ire various grades of istricanis used by the 
Switish forces and the onification co! the 

| aa 


an 
AnH 
le 
i 
é 
tl 


that in samy cases, the acrk of the Lomion Commitioe, included the 
Listin of Rrcverynny Seog in paace of yropeietary brands. To a 
ansiteclie extent, suc: work Lad been accomplished fx 
iwSe Specifications ang Secore the British activity oc inis point. 
Tt is belleved that the interest of the aNPR committes ic 2ifferent 
frim that of the pritist ccsmlttiee since tie 8.5. arwy and 0.5. 
Na Vy ive Seen very active fcr tee past several rears ir sizplify- 
wpecifications and redecize tne moiex of grades. ‘Thus, the 
ee of tr2 ~PE camaittee Las been to coordinates the already a 
celle. vetrcleuz specificetiaw of the U.S. Military services. 
& the ciher hand, the British committes hes bet the entire jot to 
Go, including devising of erect fications .*. the excellesce of “the 
large Yolume: jrodeets covered by U.S. are Specifications wes recoe- 
nized a8 long ago as 1942, even by the iritiesh sho aecertsd 41] !!.S. 
products in the Pyron-Paml azreesant. 


Ht 


a 


Pe ee ee ee ee 
raeer oa - Shepard who sat ci the Committers as coeerversi 
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ot a begining. on eudy 1943, & Commitiog War ectablisned 
lw the alre cRlled the fdeint Sereices petroleum Products Spsei f1- 
cations Soemittes’ to ectyd inate U.S. specifications. The Cheirvwar 
of the committer 1s i Lt. Com'dr. EB, K. saRORENS and pertinent corres. 
,ondence dicWing the interest of the Fuels ext tetricants Division 
in this activity is liste’ ag (Tat 6) attached. The work 2% 133 
Come ae | She See cere te 212 7 
lent seciiications currently weed by the 0.5. arey, the 0.9%. hav; 
ad the air Forces of tie serreciize services as shom by (Tab 7} at- 
wathas. This “ots is searky comets acd an invitation has been 
‘Sent forward tc tia Eritieh, (Tat 25 atteched, reqccesting that a 


~ 


—— bs reid in Mashingiom tc cocrdinate the werk cf tiw ta 


wittees., Tre sEFs and this office ee thet “ajor 5. [. CREE 
? the area retrcieum Office in Lemder s.cnli return for this 
ee Ses 


st are veer rz2scemersiations? 


‘“gewer, The scls recommendation of this cffice is thst the 
rlarned U.S. Procedure be eae = cut tc the letter, namely; to 
‘bare british rig Beg sagt with the 4FR mub-comntttee in 2 
<dind Of aapiuibeaas Heh O54 Geledhees -aleats anal we tae 3 
Military forces cf the nite” Mates and the British. 


= errhasizad Usd the wart cf the joint U.S. - Ritish 
—— ‘diicmete oF supersede the products whick bose 
iow? thes oa Sch the 0.5. oe has bers 









“a ea 


oy LEG eg 


a ee ee ee ee ee 7s ty British 
cen prac 
td 


acceptance of the excellent 5.5, products. tg 
| Heal reerents be male with the. British Age ie! affect lena 


There is ‘oat Path nererith the repurt of He &. FOR, oi., concerning 


teste cf of] sasries from Saudi apatda ond Satrein Island during 1944 and 1945. 
“15 April 1947 


Tie princi ral relaticnstips thet existed maenaarigh He ans ise 
lranias Ci) Ce. ard i oS, levy eects dia dake tar ee ef io ac with 
the teeznical lisisen in srodects =sccurement and the acceptance 
of full cargess cr finisned products at absedan be thse 0.5. Sovern- 
amt user reversec Lend-Lease ssreensnis. 

"Ix, early 1642, U.S. Bevy officer insrectore cf retroeleus 
Frocects. #.c hat been assigned duty to Fersian lf areas, visited 
Wie angio~lranien CLL Ce. refinery «i abadan, Trac, The British 
were cost cicperative with these inspectars and mrplied all in- 
formaticereqissted . 


“D.rim, i353, 11 tecame obricis that a secre complete technical 
cocrd ‘nation between the Exjai wavy and the (.5. Mevy would be 
Sar; to Oring the Jepanese Mer to a successfe!l concivsion. The 
arty ~RaVY ake dtereaeh Ppa. im date 2943, initiated {amediate stefe 
to bring tae fel cli specificetias cf toe tac bavies inte ~cora 
nearly ¢ Sais eae. whe aig was ultisetely to agree on 2 
cfaecOm sreciricatias. 


"2% Linis S tim2, and even in early 19044, tho atetraiiy fwel prc- 
iia a Salen ea mumifacterad tc very loope specifications. 
The reaicst ecs mere or lees om uncosirclied residual black <13 
the viseosity cf which sgiel abbtis oa hie ak oe ees 
fcr stability and ecapatibllity, as did the desrican feek oii. 


"In the summer of i944, the British aduiralty deless 
acting for the admiralty and the Ministry of Peel £ Fewer... 
gested imrees of Ships tethaical representstives te see “te Lenton 
cr teponed nd pasion erg aon acter = 





ee 
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= 
a 
7 i ar tae 


nica) representatives 
in conferences with pe aiinggia es 
p Of | 









‘ "In Oeteper cf 1od., a imrsee cf an tecinical rerresentetive 
- 2 oceadat te abadadi to assist in the saals axcianges between the 

a. & is Gest and lie nite States, ond in the necessary refir 
revasicns af , 





_ : rad i res. oy Bae 4 s a6 * P 
tix ibvea WNOL8 PTO Yar. Fas sues2ishuli; coaplieted 21¢;. the end that 
aed et 


weaetcae: @iCrtad the arert can Siaoi.ity gtastera and sisc tie 


competibilites rearressnt fos ali reversed Lerd-Lease < re prey for 
use by the eeericer or combined Fleets. The PAptts chacigSB a : 
abaden tc effect tue desired Product ferrevene:t cers crarletec tr 3 


ay = GS CECLELS ef aval fuels tere 4 





Mire during 1645. a 
7 | “sooyeraiion batwean ine am lc-Irmias. Gil S%. end the C-S. a 
a Kavy was of s ii. cocer, aiter ite big fire of 4 Fevesber icy at — 


p Bevel cfficer 








oo 


ad j2 crass | units. Likewise, i: the > FFeperatior “a 


new information on request, in ng arta: tf ; 
the reversed leni-Lsase H.iposts , etc. , phic 4 az Oni x. 
‘as meet cocpereiive. alse, in 1S. and 1945 cee refiner: werers 5S 
— Were @tertze ic ir abedar . Tes. KaWal officers thc ware ! 

3 the earlier Startcy <i simiice units in the imitead Sates, sere 
ome, wi aSBisiel ‘= every vay cossible at shades. 


cs ‘critical saterial® vers for by tis v.8. i 
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ee 


Ths coupaetion oY the anglc-Iranian 011 Co. efficiais, bet. 
in London and in Tan, with the U.S. Euvy ag wall a9 with the BAPOO 
and the aka) officials is ccasidered ty the undersismet ic ve cf 

ee ee ea 

: eit cls es mdeeid teens, 


ter, a Gritish and 0S. Kavies 
7. | omen feat —— — be used 


S/ 8. Fos, JE. 
i. E. FOR, JR. 
Comander, USH* 


Report Me. F771 iswusd by the Unites Stutet sery Boller Testing 
Laboratory Pdated September 2, 264%, in its reonezendaiion stated thet the 
products of the arate snarices Cit mpaay as represented by the subject 
temples be considerss at acceptable for keval use and rot be riwn braid 
approval. This report tas signed by TEMS EL, BOYCE, poland of oe Havel 
collier Testing Laboratory. of this revert are 


ts the Bureau with this rezart. i 


Captsir, sXe stafGd that the results of aii teste made by tle 


Trjied Staces Mavy of petrolesm srofucts submitted or tre Mlifcrnia Terss 
O11 Compaay and the gratis agsrican Gi] Company under the 14 ecutracts tere 
tnciuded in the tanker icading reports. The tanker icadice reperts from 
Sahrein Island, Persian Gilt, were obtained anc tec copies cf ali such re- 
yorts are being tresweed tied to the Bureau with. this repert. The tanker 
loading reports for ise Tamrah are presextiy in the hands ti the Senate 
Sommittee tc Investigsts Seticial Defesse and have not as rei. deen returned 
to the Savy nln aya a CAG a these ere returned, picicstatic copies 
will Ge transaitied to tre Fem 


Eb. rsaiviFarS seein 


ah 2. CoStER, weer sOeiral, USNR, a former execetive cfficer 

of the Aray-Sery Fotrclows Bours sed now president of the OversessZeatt 

MOE LOTS watics, gpg eer! to the Mevy the feliowing weecraxies dated 
peiipeteie, Captain MOOI. to set forth the sien 


| wtiel fetes in Séeuring comtracts [cr gl cape y 
Sa laa SAU ts ee HE a ee a ee 


“iy meee is uREEEe Meo ei; toon ie Bile 
Peseta: fer potted oor coe apart 





ee el gees he ES 7 
reat 
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Souths 


fe nat tl ee 











tn Bostom. In april, 1925, i was as.cc by the or diter banks 
of the Mew Sirians Gil Hefining Company % assume “the wanace- 
ment of thet corpuaetion, and its subsidiaries, which I did, 
In 1929, the esects of that cerporation =ers solid te the £4522 
intcrests at Lecass the nucleus of a new corporation inom as 
Sheil Peeters: Petro.cus Products, inc. 1 rewsined with the 
Sell inteests 2s President of this correration mitt] Sey 
2333, wie: I resigned. Between that tine and koreh, ifds, | 

“ae ~Catefued with various ines operations, acstly in the 
-grotuction of ofl of dritting for ofl in Texas amd Looisicna. 
































a barc. gE, 1942, ¥ se ecerted & ccexission as Captain ir. 
ttt United States Reval HO6GIve, at the request cf the then 
Giief cf avai Operations, sceiral Ste 2. SieRK., Aimiral STahk 
asxed se tc rejoin the Hawy fer the purpose cf handling the 
mavy's petroleuw orcblems and ite t ‘tankers. 


"The vericd {rca caig ci joining the Mavy emtil about July 4 
a, 1542, Wat spent largely in analycing the petrcleua and tarker “s 
situation, first of tie Newy, ax the: “ater in this period the 3 
same problems ag affected all tie inited States arsad Forces. ee 


eS) afic-laew Pewrclieum coarc ae createc aut 390 gully 
122, T as “ASS Ceeculive Officer cf the Ecard, im sidition 
tc ccitiouing -7 duties as director of — Fuel and tanker 
Jivisi &: tte wailce of Chie? of Naval Operations. 





Sm Lo hergaier 15.5, orders were issued detaching ne 
from @ii dut; anc cirecting se tc report immediately tc the 
Gificer Separation Genter, Washington, 3.°., for senaratic:n 

cn the service and release froe all dutr. & 16 Ee yerker 
1645, 3 Yepertec +5 tis lnitec States Naval Fospital, Bethesd:, 
Maryland, acc, upon release from the sick List on F) arcs 
i960, reported tc the Seraration Center and ccopletei terzinal 
leawe a © July ee. 


“Ween, aiout cctober, 19645, it became generally mmom 
thet I was leering active’ service io the Bary, 1 won sekad Wy 
Er. CCLLIER, Gusirnan of “he Beard cf the Stamiard Of) Compmy 
of California, if I wuld consider ‘cinirg the Stenterc £1 
+ | Company ff Galifcrnis--Tsaas Jempany croup, to which I rend ied 
| i Wenic give the sutter ecosideretion. . COLLIER said that 
ise whan cl ap wide Sitar! ese tk the CA iniustry and of the 
wrae-51Gs probies with which the icint companies eure faced, 





he felt that I I could be of value to thes when cy oy public ser- 
vice was no lusigwi Togeirss. a: thant ties thars was no dis- 

muaston of the true of assignemt or ccupmeation, since I 
preferred tc peetpone any further discussions until I cov ii 
mage Up == aiad shat te Se. | 


oar . o 










partmen’ ant dictated s , pence esdocs covering the eonversatioa, ; 4 
copy cf stich was delivered the sane day to the assistant Secre- : 






















: tary of th harge of petroleuc aatters, Er. JGHW L. 

: Sh jab, anG t: adm@izas ECERE, ic thor. I wus directly responsi Die. 
i I there: cicqalified ayself from participstion in any future 

= deliberations concamming vatters te whicr either the Texas Comrany 


me cx the Stamtard O11 Coerary of Galifernia were rerties. I sax 





a ¥r. KCSS5, Gairman ci ice opard of the Tacse Qepany, md Yr 
s COLLTER, in Rew York in Petevarry, 1046. futile on leaws from the 
: Rawal nospital), det ac decision was made o: the rropesal tc me. 


Her T was discharge! from the Raval hospital and went on 
leave ir april, 106, I stucied the protles cf financing cer- 
Lain operaticns Fits Fc: 5 ha jrevicusir teen szscelatet *-: 


the Southwest. If pas ss ~ until ey returr free that trip that a 
I finally decided to enter the Service of tikes cror. a. 


"I sailed from Mew York for Enclend an ¢ July 1946, arc 
atemmed the duties cf hesicentiiirectar cf tie tai ted Overseas —_ 
Petroleus Sempery , Linited, in Lomdon. lespendine tc cable -_ 
acvice Ircm Sew fork, i returned here in iste Getober, iss, 

I Was at cuce made President cf overseas his Corpera- a 
tion, in which capacity I continue to serve. : 








en | | ee ee 









he srey-Rew Peticieuzs mwre becate 35 


5 agency of the 







neads ty the crerseas commands, ‘te sereen their requirements 
and te peas along to the respective procurenent and handling - 
nig of tre ae services Satcrasticn as to action reqired a 

















ee ene 





“Except for the sh.ijaents tc the ititisn, a systen was 
evolved tiereby a1] petrcieum products shipped ic = given war 
ene were consigned tc the Suprese Commenter thereaf. the 
issues frou theses stocks were auie on muthority of the Suprens 
cmmander and were charged tc the roeipiont therecf. in seny 
cases each balk stocks were built fros both american and British 
prodecte. With the consigned a:taigenent above-umticoned, and 
with careful records as tc requisitions fcr supplies desued 22% 
storage joicts, it became relativaiy simple to account for tne 
various predects and to keep a running inventory. In escr cf 
the barge coments there was desicnated an crea fetroleum Of- 
ficer whc otained from exch <” its depots and scb-—<cemands 
OTS 4 sorts « report cn ali inventories and reqiiresents. 

From these figcres anc the estimates of future claus. the arse 
retrcleus officer was able tc orerere e-rthiy o mree-~sonths 
schedule and forwarc {¢ 4: tis arsy-Navy Petrolecs coard far 


inrlemertetign. 


hs imeorwence of this work tc the successful sitcoms of 
the Har 18 perhars best understood by the relationship cf 
its volume tc the vioinme cf ali supplies scvine cversees. For 
ail services, petroleue wouucts required in tne varicus theatres 
cf wer varied fri= arcu 5. jer cant to mearlr 70 ner cent 
me gorto alzica. campaion of tre sritish Eightr 
ait W&-9 per cemt sc? petircleum products in relaticn to ths entire 


r 


20S BOVareNt . 


Al 


_— Feel Oe 


“aS tc ihe ailopaticns canmecting my nate with rsttsrs con- 
Tene Wit. the investigation cf oil c:ztracts tetweer the lmszy 


- a “ b fT Xo. tw * - a aa - ‘tS 5 
and the S Cai He meiiy Of Californie —lexas Corey in 
rb ae des £ ; 
terests he (clicwirs fcsmary ‘s submitted: 


S(1) I had ne cogsizance cver setters pertairing to tha 


: cf contracts o> jsices tc te peid for any retrcieam products. 


“(2) ime tc tie sortaje of varices greudes of prodicis, ay 
associates on tie arey-la-y retrolem coard stafY and I, as & 
eetter cf policy, wximtook te ieer the various prodecing, pro- 


coring amd *ransporting agemcies cf the ; cvernsent inforred . al % 


as tc assist them ir seeting their proiias. 
3) So far ac = m= ware, 
orie2s ic te 4 . ote 


4 


we ad 


“| 





#{4) Wy brother, Vice jtmiral W. J. CARTER, @ 
the Bureau of Supplies and accounts derins « iarge 
period. Tf rarely sam him duricg these times, and i do net re- 
ee ee ee 
ay petrolens & metters, sitter as 44 negotiations 
emesraed vhereritz, prices cr terme. 


| "4. F. CARTER® 


Vice Admiral W. J. CARTER, SNE, former chief cf the Sures: : of 
Supplies anc Acecunts, whose present aidress {= <i Gaii Street, Sew York $ 
New York, furnishes? ths fuiicwing letter, dated April 2 25, 1947, tc the Bor.or- 
avie ARI K. WHEELER, counsel for the Senate War Investiprating Cosaiites 
& copy is in the files cf the tnited States Kavy: 


“vy cesar Senate? s 


"Porruant tc your crai request, I herewith scbait a state 
ment to you concertiéng my rcle in certsic tusiness transacticas 
between the ¥evyr Dspartment and the aratian American C1. Gerecy 
and the Galifornia-Texas 01] Company, Lid. Meedlsss to say, mny- 
tiing which acpears in this sistement is tc be considered in ex- 
actiy the same light as if I were to rive it wzier oath before 
tie Senate Coreittss sich. has the matter ander aiviserent. 


“lr order that you. may be informed as tc certain background 
information, I desire tc state that during the period cume 1, 194< 
tc Earch 8, 1945, i served as assistant Giief of the Bursar «? 
Supplies and Accounts. On March &, iSé5, I became the Giief cf 
the Breau of Sepplies and accounts end served iz ti.at capacity 
mtil GOeteber 1, 1044. 


“ris Berean has cegnisance cover determination cf petrcleum we 
reqiuiresents, yrocuresent and distribction of 22] petroleum 
used by the Bavy and those cther covernasntal agencies which do '& 
sire tc saxo use of the facilities of ths Sremi of Supplies ax 
accomnts. As yoo any reality ucerstant, it is a prysicsi ispos— 
sitiiiy for ang cue person et the hee‘ of an organization of this 
sige, tc supervise jersomally the detaiied fumetions perforasd by 
each individual attactet ic the Buresa. ‘The general policy as 
estadiissed ty me in commection silk the purchase of pstrcles pc- 
dusis was, triefly, that procerarent should be sade from ticce 
sarees whics taking inte comsiierution avaiist(iity of rroduet, 
price, ext ibe trameportation imrolved, weal’ ordicartiy ccnusti- 
ee a ee re eee, ee 





eine Sarees 
4 ers 


the Purean of Supplies and Accounts , eateuied the 
high cost cf petreliecs proucts being demanded by 


ie companies ic their superior officers in the 
Snreaun cf Supplies anc accounts. 


"(b) These supericr cfficers cwerruled the protests 
cf the tec Lieutenants and insisted that the em- 

ts be signes at a hasic cost of $1.05 per ber. 
rei fer Croce (41 emi ‘or Fuel Gil Special. | «Prices 
of cther products were in lesitiuate 


have been 


WP, 
Cag a i 4 — 




































lr, order te clarify tis roie of 27 twotaer in this and 

= releted matieres, it can be said thet as Execetire xo ag el sede. 
q © dealt sciely wit petreless mitere coming under the cogisence 
| of the deiat Gu a@cets of Staff, and therefore on avery bigh level 
of Umited Baticns reqcirenssts and sources cf ourpty. ke did net 
iave my official cognizance over the nagetia fon of individaal 





















- cies involved; The Sure of Supplies and Accounts for ike Lavy cee 
: Department and siziler agencies for the ey Ground Forces and ve 


+, \ ever = 


*In conformit; = i ibe cutlines duties a ay brctier, 
anc myself, there wes nct a point at which we mut cn tae subiect 
of c41 prices, ccutracis, or aegotiations leazizg into. = mxe 
the categorical Statenent that i have uc reeciisction of ever hav- 
ine discussed prices, cortracte, a negotiations leading theretc, 
with = other. 


"Griticiss has ceex aade cf the police of Kewing officers 

ierve in the coe vace sc ertice cf the B Bureau of Serplies and sc- 
counts The were pr evi ously e=mioyed in the petrcilecn imiustry ara! 
who have resumed their former cccupstion wren leeving the United 
States Bavy. it sas the rclicy cf the armed forces % select ter 
for # position who possessed =2;<Tience an!’ special walificetions 
fer the duties waicn they ‘ere tc perform. These am, =o served 
their couniry ei during ti.¢ Bar, should not. now be criticisec 
for retwmrinrg %& tue oem paticn fcr wrieh thay are trains. 


*€ *hecert *cestiaony before tie Semate Sar Investigating Cos- 
mittee has disclosed a proposal which ses made te tie Presisert <i 
wre United States in) rilgalecatibaa ngrards ‘2 sii fren tie Persia. Till 
caihage ge upor certain j;owermoer:t i:nemtial support. The exist- 

exce ci ce aad ae Ghee <a ae ed cee 
vearing cx the sulweequent serctiaticns ich were S416 vith te 
cupeies creratizg in the Persia: Gaif. Theses were ciainacted 
% a strictis commercial basis. 


"In compliance with tris ;corernmemt’s sational selicy of 
eecourazizrg free enterorics, savy purd.ases of petr<cless orotectz, 
sade co tie basis of a fair mrxet valse. Therefore, iz the ab- 
sence of amy cculiigent ct cciistere] arrangenerte with individual 
cil cospecries, She contracts for surchase of of] froew the Feresien 
‘if hewe bees substantiated, in retrospect, as having effected < 
savings of many millions of dollars te this covermant. tee reoorss 
a ee nee ee Oe ee 
ai accomsts. 


a 





























case, I hadl li=tted ize subject aliu ot ais 
y om perecnsl role. I cen, of course, expand on 
lee slrenty aired in the publie. preee’ tet T = 
age fully informed on these and that skenid you 
competes, you will so request. 












"Thanking you for your courtesy in asking this statexert 
avian th in scotia teak. ¥ on 


“kespectfully, 
Vice Adwiral (SO) Usa (met) = 
: JaBES TERRY OCCE, fiaweriy Deyety Patroleue iéeinistrator for 4 
Ser uxt leter president cf tne arabian ei Bom O41 Sy, sccasing uv 3 
the flee cf the Intaricr bepartent was torr co December 2%, 1&2 in er- 4 


cester, Engiam!. he tas naturaiiced by reasce cf the nattrelivzation of of 

ni lather in 1209 in the Gunty Sart. =em@ost Sorims, Colores & 
yecester 30, l9ei, be anrified fer 2 sésitio as Girector cf the forzigm 
civisica ci the Petrolean administreter for War. Os Petroary 19, 194°, re 
sauteed on dete is: prace CAF-iS at a Salary cf 32,000 per amram as director 
cf tre foreign | Givisics. iw resigned on Octcber 16, 1943. 


Tae foliomic, ia five. as his orerions peTigcee wits oll compaias. 
-l2 Ace Sas & gecliogist connected with tre maintenance divisics cf tis 
Tehes Comperyr at a Saiarmy of 54400. In i919 he became dit si on vaciceas at 
a sacary of g3600. Im i620 be vecane ges eiploratory g@rlcrist for Sorte arc 
ti a. @ Salary of g7A0. in are? be became the geclceie for ths 
-Z&ish sivisicn wits offices ic bew York City and re retained tris positica:: 
ve is starting salarywas' $200 rer anmue end in 194C it was 315,00. 
ik iost ne Detame vice mesident ami directzr <f the Gaiarabian Standard Ci! 8 
Company 22 §15, 5K. a 


Cm Sis resignation he indicated tret be was rasigning dua tc the 
fact Wat be mee retermimg to cis fcrmer mesition with the Caiaranian Standard 
mls 3 Whick cocpeny is tne predecesac cof the gratian aaeticar Of! 


ed 


vi 


sere is sothing in the files of the Evy iepartwent to indicate 
the sau-er | ae ca ae ee 
aent, official i= securing oomtracts for tee sale of arabian cf 7 

Tt is to be acted that the first coutacts wita the Arabian snerice 
SE ee ere ee ee ee ee ee a, rd 



















. which was almost teo yews after Wii's resignation from the Petroleum ad- 
a einistrater for Gar. However, the criginal contact with the Califcrmnia. 

; wezas 041 Company was signed om Kay <5, 1942, which wee e:proxize'sl, tires 
aatns after DUCE entered on cuty at the Petrciers administrator fer Tar 
cifice. 


The Savy Uepartment bes no inforeation Whatscewer on Mak @, THOSS- 
eG. Efforte ave being sade by this office to cbtain additional i:form- 
ticn ecncerfning THORNMRG. Captain Rial stated that he believed there 
‘a3 some information in the exhibits presentiy in the hewis of the Someittee 
tc Investigate National Defense ant whe. these exhibits were r2tuzaed he 
would enmdeswor te see if any information concerning THORBEURG was con- 
teines thereiz. 


. there in iisted hereviti. we Navy repetiator and the contractors’ 
retregentatives on each o7 the 1, comiracts between the United States iar 
ai 222 grablan Anpricem Of Ccapany off the California Texas Gil Comrerr-: 


U. $. e¥¥ - Call PChnia ThiaS Cl “@Panl, LTD. COhTEACTS 
BIL SO.ictS EA PRRSIay CULP 


Comlvactior’s Ferresentative 
znirect Ko, Savy Sezctiator 


fornia Texas Ci) Oc. Jt. 
Ms f3c% Che k. a. *ECROSS, 20 Ul 
o s 
: - 
ve | 
ae 
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‘ 
i 
' 
: 
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COR Vidal, 30 0 
* band r 
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Ae 


Nasa-3il 55 t. Deb teNSCnalc, 32 USER eg 7 ctor 
RES X— KY, Lt. BE. SOGBHSCKATZ, SO USE . £. o. SVERLY, oirectcr 


eee OR 
t : 
. 
Ie: 
é 
te 
e 


3.E.KESShalZ, 52 USKK L. &. SEVERLT, asst. 


yice President 
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[cr * =o 

rg tmna OR. Bas. ctor 

+ « ou § aw ee ok “sto 
$ ao 


Re = Seenteti ve 
¢, atm@GROYT TI, 32 USh ir. i, 
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Lt. c. 6. telSh, SC TRE  . 


nF ey SS aad a a ; 

a SEevBEl', Vice rresident 
es . gic ie-2 oe _ na o- , , . 7 ; ~a# 
» Fraied., 32 SE ir. H, &, FEROR, Goatreer if 










i. © FP. FavalabGn, Washington 
ative 









gs GeWT - UolTEi 51l PRUCTS OEPasr Oe TRACES 
. a cBuiex (i Products Conpery 
sax~<lEl CRC. G, UEREER, SC 65H iS. B. 4. SEVER, Presiden 
a. B, PF. cAMawacc:, Gshinetes 
Mepreserte* ive 











i. £ TRESHEL, SC USE ir. C.W. BAPTHRIZES, Office of 
5 Washington Bepresantsz:ive 


Lor eA COR C.o.OKESCEBR, SC U 2. CW. aaeTHELUES, Office =f 
Mashington iepresentat ive 
WEsz-25% COR Co, DRESCHER, SC U Kr. °.W,caRPERUsEs, Sifice cf 


Washington Representative 
4 cS. SED LISE a(Sueot b7D Per ATR 


2 Gon fidestiai informant T-l stated 





in we magasing Siise* dated Murch 2%, 1947 a reference was cae 
to the med Lire ee ee ee 
casein: at tae baseig Sin lie, wad 4c Gok ind aida Ok ks tctwaally 
barred by the faaed and cartel-like lied Line agreement which it wae fcrzed 
ts sigz tc get o Share in itaqg petrcleum. This article went ao to state 
tact wuGer this agreement sc nenowr cf an Iraq peircleum comeny would 
sevelcp fiaids 12 the red line area unless they pat the oil i: a commen 
pot. ‘This ariicis stated that a week prior tc this publication, Setar 
Ci Compeny of Sew Jersey forzally anncunced that the agreement was de0t 
aie tae Meee idee ae cake ee ee 











The Red ties agreement is so-called because mesbers cf 1.?P.C. 
sizply arew a red line arcund ths aap, taking in sost of the old Mttoman 


empire. 
> COST OF mig AiiD MY EKLNG PROD US b7D Per ATR 


Captain 2<umekD, USE, stated thet the Savy Depertasnt has been 


eS eee ee eee 
ee " 


h ; “9 me | 


b / as : *.. hi h 


caMES TEREST EE it his testiaccy tefore the Hremster Committee & 
, Satimted the cost cf mcduction for the period January i, 
saly 31, 1945, a3 apprcaimately §.466 per barrel. 


in this committees testimony reference wae aais to to a 
caly <i, 1946, frow OCS to 6 i. ve E. EC | | _ 
Sere at 6.3350 per barrel, uhice incl 
operating expenses of #.0756. 


Cz fidentia, informest T-2 s 


letter, ceatal 


i 

cost is 

oO and cther 
b7D Per 











SFO 46-1908 


(Sh 


bk. PRICES FROWCTS SID TC ie Chk SCNSULEES 


tr 


in the testiaony cf Jabs T, — of Ccteber 31, 1547, before + 
trewster Comittee he admitted that o eit bad been scld t2 France at E54 or 
5Of a Barrel at the senc tine the Mnited States Mavy was meying $1.05 par 
barrel for the identicas oil. He gave ae ar oo for this that it was 
an sffurt by the arabian Scerican O11 Company to obtain new markets for their 
praisets, Wie furtier adeitted in rhe testiaony that of] had teen suld te 
the Uruguayan government at $2.00 per barrel delivered. fe a:tinzated that 
the freickt cost involved in this $2.00 price was about £1. and that 2: 
cost st the refinery cf Eas Tamara was amppecciesiely §..°6. This sale, ac- 
cordice tc nis testimony was it. Deceeber 1546 and at “Le saga tie vi arabian 


aperican O11 Coupany was selling cil tc the Mavy and UMFka for $1.17 and ¢2.21 
yer barrai. 


+ ae 


a review of the crinters ccpy cf the testiacnr ref- 


cory ,86-so (20. 8 
asaviar anericahn O42. Uompany basec its price tc tre United States Bary or. ihe 
tax «aT price. St that time, thai is twist the same type cf cil would seli fer 
at tei particuiar tise. It Was tie contention of the tii wagany <cfficials 
‘ok the prices charged « the United States Mavy were witner l-wer tran cr tre 
Same price as tne Esvy would have tc ser to cther ccmvacies fcr we SiMe TTS 
of cil. ‘There is set forth nererité a schedule preparnd > the “altel T2+45 
Wavy refiecting tie orice pats by toe Mavy for o4] at **< Fecaian ALS, tc 
estrer Wits Comparative feice that Bouit have ceen paid from the %ss. coast, 
trom tra Bill Coast cf tre United States, and frca ize cari ttear. area oir 
ToS ECRSlL.e There is alec 2° eStime ed transpertaticr r.+6. 


ft. eee 
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1. 66387 


1.460? 
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4. Lees 


2,978, 189.38 
272,21) .= 


19,068, 251.96 
1, G00, 346.22 


1,982, 966.22 


$,00¢, 300.29 
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§ 96,220, 233.8 


2, oe? 227.98 


LB, 906 , 660 .20 
606, 106.6 


3, 00¢ 437 
127,381. 


2, 200 , 95.86 
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Ne er ee PLLT sa, 


ie ie ede panes. {Se ee on —* <n. Seen 
sotem resi fie 19,710,085 .42 1.408 § 28,370,086. 98 1.388 ¢ 88,980, 791.90 ¢ 96,081, 732.72 
mai torreasss 1, 730,128.20 1.48 £. 973,908.20 1.81 8, S02, 728.13 $605, 054.62 
arepemn foe tor of 1, 7.:4,128.80 2.48 2, 573,968.22 1.838 3,395,332 12 5, FHS, 63% .48 
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ee oie ate —— as fae ee 
testem -ecifie {a5£;) 4D, 735,088.08 2eek $ 96,360, 900.50 6,838 6 @, 26, aA. > 6,008, 608.08 
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The May has no f urther information concerning sales to other cuss 
tomers ty Caltex or aramco or prices at which other producers were selling — 
crude Gi refined products from the Persian Gulf area. 


there is sat forth herewith a copy of s letter, dated april 27, 


1947, trom Commander DHESCHER to Capta SOUIARD recarding delivery of 
crude of to argentina in 1946. 


a feo messages from Ikshran under dates of gugust id and 
Deceuber 18, 19046, to the Stace Departeent indicetad that the 
Liftings or arabian stabilises: crude “il at ¢ per ‘bbl. with 
freigst at 97¢ per thi. were made for the acecuni cf Facinientcs 
Petrcliferos Fiscales for delivar; tc La Plata »/ergentina. 


* 


By. Miller cf the office cf tne matiingteon representative 
the arabian american O11 Company was contacted by talephone 
Ai end 1700 on april 23 by COR Drescher in commection with 
S setter. 


“3. GR Drescher asked &. iiler if crude oll had beer scld te 
argentina @t tne price cf 9G¢ heel Rl. Mr. Miller ststad very 
definitely that no saiss nad been mace tc argentina except on 4 
deiiveres besis and that any information imiicating thet Liftings 
¥.C.5. Persian Gulf at the rate ct yo# per bbl. — erred. 
br. Wilier further slated that the arabian American “2 Compaen; 
did nct consider that a delivered rice couid nave a cost of 
dered aan applied am! thereby derive a FLC.B, price. ¥r. 
Mllsr expend al on this atatement incicsting that the --<¢ 


eS oad 


trensportati on is & variable figure itresient upon the type of 


te 


vessel emplovet. sheinzar it i8 Privately cmed, amder time charter, 
wuler veyaes charter, wer T.3. Flac, onder foreign operation , 
the desired £ inancias return a the vyassel's use by the omer, 


anc tee pessible celia employment cf the vessel ir the 
warticular service. 


") Er. Hiier was asuad if he cared tc advises the Savy of whet 
the C.1.F. price of tae curce cil Gelivered to Argentina was ct: 
ee eee ee eee Jercs Fiscais:. 
Mr. Witte? z stated that it would be necessary for him te clear 
this cae dae ee eee office, ani called COR Erescher 
again « at T1700 aud stated that the aration anerican Gil ¢ 
desired tc coeider tris contract price as con’ idents, 3 informa 
tick, ai theixy commercial business Wits argentinn as in competi~- 
Siem with race Irom tis | Sjaere ani that the arebiaé America: 
Gil Gom=oay desire te Minit ite answer on this sstter to the 
follewing statemat: ‘The <2 argenti 

a 4glivarca tesis.' 








*5. Further information ovtained from Mr. Biller indicated that 
segotiations for tis argentina deliveries started in Marc: of i54é 
am were concluded in a contract extending over a consicerable 
period of time for the delivery of a tetal of four aie das thousar< 
tons cf erude c41i. It is understoce that the firet tes hundred 
twouseikd tons were ~ucted at a fire price and that the at twc 
ondred thensand tons were te be deiivered under an secalation 
movisin based on the sverage posting: of East and Hest Texas cri 
coils. Under this type of escalatiin Wr. Miller indicates trat 
whatever the ocricins) contract price fer the initial tec nundred 
wousand tons would be that in view of the rise in orices cf con. 

csental grudes. the price for the remaining two hundred u-.cusand 
ticuS wouid have increased at least 5C¢ per bbl.* 


“rere is set fcrw. nerewith in ccrnection with the sale <f fue: 12° 
argercing tLe fcilowizy comanications irce the Mevy verartment ¥nic 


closed copies cf the communications from the St*te Department files. 





“ic: lm@dr. C. G. irescier, USE 1° Apri. is.” 
5 
Cin’ rue division 


ariitgtcn annex, Room 4535 


“1. Pursuant (c our teleptione conversation of 14 april, trere 
are attaches copies cf ine arc desratcies received by Stat 
partaert reiatiwe to saie cf Middle Bast crude cil te argentine 
at linet, cents per barre... 


2 attached if + ccT> .. aracian azerican Cii cerns 

5 3m geet ™ TO. 6 ioe te 4%e- ) n < ; 

i zi april 16.6 tc UhnRa. This is ine eae aete pple sm Sa 
~- Mime - “. ~ 7 oe j 4 H 7 om ‘ 
Eases, Slats wejertisart, .2c reference, ac iz sligitliy iifferen: 


fron (25 first reco. estics. thet it bed oeer offered at ninety 
carn.s cer sarrel. 
a. ie SERRE vn,® 
* ¢@ & * & & & 
“SC Tenax Froe: hasten 
Era LEP i aT mee; Migust Lo, i946 
©3578 oe tw 


uss vesse] JULIUS recistered Kungrzacis Sweden c ol aerics 
fas Tecors today for LaFiaie, arvertine vise Gape af Good Eops 
completely loaded with pesrels 119,923.07 arabian stabilised 
ee ee ee ee ee 
en pang Pt ong gr eron pte pec 








~¢—- > 





















She Deyertes::t amy_be interested to iow that on Decesbair 
18 the BE. $. ‘dulius', Swedish registry, salial from Ras Jamra 
with a cares cf 3 ei, 766 metric tons of erade cil sold to 
Yaciaientos Petrcliferce Fiscaies, avenida Moque Ssens fara 777, 
Suence aires for delivery '<Mste, argentina. Price per barre) 

_. (225.5. gallons) 6.3. §0. 29, cost of freight 7.8. 5.97. 


aad 


"This is the fair: cargo to argentina auring 1946. 





Please seni copy unis airgram to american Babassy, fuencs 
aires, and Caracas.* 





q thers is _ forts herewith 2 semiramdunm dated aprii 16, 1947, q 
; from J. lL. GREWER, <%., tc Captain 00D re Middle Bact 61} wrices. 3 





“. in pursuicgs tnis subject the following were cozsuited; 


atag-Mavy reirclieum voard 
Capt. «. bE, AFD, USH 
It. Ccl. KR, 2 WHIPPLE ee 
Mr. Fall a. SEST 








Fees Mivision, wmSarda 4 
Ww. cat, TLE 





: Derarteent 
, mr. d. 






Wr. E, | poaemaga Sriptecnarorte Rvision 
w. &. 






ef 
5. 
a diceagarta cf Mate 


ee 





Be 


Pors@? ahrs persaueis 
i. EB. P. teVaasGi 
Mr. JON WeLSTRCK 
p> So Re kiaslt 


“2. Inasumeh as Mavy contract prices for 3% 
information with report * prices at witch | Sa si 

at wiict other mounts Las (particule;ly Wiese} 
Middle East companies. 



















%3. The general pricing farm a ‘or spot delfiverice of Middle 
Bast cil up to 194] wes the Vaited Ststes lf Coast price qucta- 
tie: fer ofl of compsrchis -~aiity, nize freight caets from the 
Quif Comst %& the point of delivery of the Niddie East ofl. Durins 
the wer, Riciie “ist cil appears tc hewe beam sold iz the Persian 
Gulf at appromiastely sited States lf Coast prices, without re 
gard tc the freight ccste from tie Gulf Coast. This ecncinsion is 
supported ty the accompemying schetule showing §.S. Havy contract 
-Fices, wet.5, Gif gRaticas, and reciprocal aid prices. The 
schedile discloses that 1946 Kawr ccntract trices are iswer tian 
tie prevailing Zulf Coast qctaticns. 


%. So specific data is available with reapect te prices at shict. 
tie oFitis?. adetraity cave obtained ilddis East cii. Inasmch as 
the mrit'sn gowernment tas caned since i914 a majority interest ir 
the eaigyc-iranian O11 Compeey, it &: pears provable that te net 
teice -f cil te tht Ceres Tes acber than the price at whici, 
Kics’2 East oli was pbreine? <2 te s- Savy under direct ccn- 
tracts ct recinrpecal sid. There acimars tc be a eoncaerscs cf 
crfatce thet angie-Iranita: cli nas cee furnished to the British 
wvwernment at resuier sarsst prices, cai that a system of periodic 
rebates bas remilted in a much lower neat price. Inforsation: a 
ee eo ee oe trom the @ritiss Governemi cr 
from Kiatle East of) compentac, 





#5. ee eee eee 
ment. scurcet fs Santi aracis advising of departures cf the Sredist 
skip SLIUS with crate cil cargo destined for Sa¥tata, ae far ins 

Prices ic terms of U.S, mscuay were rererted the Gapstches to . 


casts for transportaticn. Thase dispatches to Sate Departant 
are LSemiizied se Gable 3S of 16 : E é : 


“ee 


ie 


i gu s Bi see 


SB iesti 


‘4 


7s 
eo 


aD er 
see 




















Sas anes fae 28 














in the negetiations. hr, Eaves 

that tbe dev; ‘waltunt peices were.entirely 
from april tc Gcteber 1946 (2 AZ te H.-L \ hen tie 

: . wiih reference to the sale cf cli at ——. 

























| hart secret there alec arises a qesticn a 
, aiyone at 7 a Feice 2 lorer r thaw thet eee sips key | 
ire reices te the Se ities, na sifort 

: ar fertation ivcm representatives cf ths ii 

% = goverrannts. 


g %. Ficeres reflectec in ihe at Seloricte: Sa@eccie of comnerat ive 
a Prices opel derived free sete cies cl 4 faranmer itar. CAL Cnerers 








wif rrice quctatices sebae RP ot = Le Feel F ae, moarda, as 
ter oe pie ten Sak i ws ti Fe at tac come SOP CT eee fre. 7 + 2 $ ox den: 
4 atceamts division, imSendi ss" 


as 








fies by 


bi iin a eel ek es ce 
apgic-Sahian Gii Ce. 
ik ieee behets Caen oF eats edie _— 
(4) These priess were extimcted by rea Internationa) 412 iizicer, 
m@itie® Iepri. a5 Sere coi supplies ty ismizg 


SESTES RHEE 





“th reference to cur conversstion yesterday, we offer 
jou approximately 6,000 berrels per day, or 25,00: tons per sonth 
of stebilieed arabian crits oii for delivery f.a.3. Ras Tamurs, 
saudi arabis, diring the period cume te “ecember, i¢4f. imicsive. 


é “a. os 


“his crude cil will have a gravity cf 34.0 te 36.5 tut 
phere “me Within the lower range of these sravitier. Our 


on 


ue §i.00 U.S. currency, per wearrel for 34.0-24.9 rrevitr 
iia cag additional for sravities hicrer than this. 


Cad 


ii be inci eased or decreased with the swerasc 
p sieptiner gar prices for Bast Teaad and Jest Texas crude 


iis 2c cays cefore leading. For your infcrmation, the crice for 
East Texas crude, tceday, ie §1.35 per barrel ami the -rice fcr 
34-C-3h.5 Rest Texas crude cil zt the well] is g1.10 ter terrae 


& Ge i 


“if cor offer is satisfactory to you, we wots eset 
SC eter ink a tomtract sstiiss icin the arramcaent fir: rrezter 
-Tieii. SBeluralsy, liftings wcuid te in car gc ists @& a mutually 
Satisiactcry scratuie. This cffer is cand fer acceptance until 
vie cicee ci tusiness on My 3, 148. 


"lt tuere is snytning about this offer wticd. yoo do not 
wrerstand or if yu hive any matters hich you would lise in dis- 
cuss bitc os, piease let Mr. Barthelaes know and be will be cleat to 
come and 66 you. 


~ ape 
seat et ETP eH TT 
sek ES 









favi fLNSOK REL ESTABLISHING SPECIFICATIONS 


Captain &, L. WOCakD furnished the names of the follwing Kavy 
igen wic jarticipated in the establishment of quality specifications 


Wavy specisi fuel oil procured under the 1é contractes i 













: ’ ? : 
Ooamanier BH. F. GALINDO, USER 
Commander a, X, ACESS. act 


e ero 
Et. } ” og ad eat Lae RE 


Lt. Ko 4, PREITT, USih 
























“aptain E. L. SEARS siated tiet 2. 4. HeckRTI15 vas formarir a 
| aaa oe as ‘2:2 sayy leperta ‘2 ain: Was if Charge of the purchase sectin 
“| Zs tie Toei divisim of the Burek cf Supplies and accounts. Ke stated +: 

ae Of EechRILL's duties was to ne ctiate cith tie of] companies regarcins 
te purthase cf cil with the United “Stat -@S Navy. Ee state! that at the «.-« 
te cn iracte weré entered into with the Glifornis Texas Sl epany are: 
i. afaciee: american Cil Company the levy Was ic. dire seed cf fuei cil for 


aN 


the ely 
Brice ir the Mitdie Sastern area ani the Gestern Pacific. ie stated ther. 
4 Fas & BMertape cf fuel oil at that time ax it becane mecesaar; tc purgiase 


cii from the Middle Zasterc area. he stated the padiniries were wade by to 
ima TS oh é nay ctiated price ccniract avd the oii Comprar, les “22920 cr Bee Fe Ses 


0 tinal 


=e | Preval ling sarnet eet: the jets as Set y the O13 og apy ae Were 


’ 
‘4 


el 4 bala te ares —. = mo or. Sane 
eis oY Sar EE: 7 pk er en ae ee EES, MecKEDIE z a. eer 
resent tose is saad ty we eli cil company and F@pices 2+ 3.5 East 


ae Ser ae ~ 


gga 







t= his testimony before the Setiate Soni ttee to inresticate is- ae 
tiusal defense RacEHTTNE statist thet be bed been employai by the Shell C2 = 
“any Since 104 zm be szived in the United States mawy fron Bay 1642 a 
wet fo te ace sO, 1945, at Shich tlae he returned te bis position with to a 

Pet MacEPIiIE stated that be received instructions as te ie 
amet of ci) he was te purchase fcr tie Bevr from the fen? Herts! sz 


Ps a. ee ee Fe 4 if aed 


sition. tam this rem isition Was received, he orcceeds 

o tall in tie contractors a Depotiate with thes far the. Gii. Pricer to tue 
first contract with the pigs BecEEYiiE testified that in order tc satisfy 
Rispelf that the 61.05 asked by the srabian aperican O43 tomeary Was « fair 
price, ne — ee te o watever agencies bu conid, iw hats aiiy ‘sce Patre* a= 


a A aes er a 


) 
















be male this original comtrast pe cypre-ting 
met the Sry rofteed i: acon the oil caine of 


ome Oe 


i DeCae of 


; 295, 
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the past year aie be read of the offer ts aa oress. MaciHii ated | 
. oi ime sax fazicrs st Wie tise he neeotiatal pus the 






oid att knw taite 
somteget . Sane i uk cee aie aa emia ee hia how suck the 


cost. of predustion was and was informed br the officials cf the ar 
american Of) Géaperny thai the jafcrsation was not availabie srxi it would be 
impegsitie te furnish the Kavy a figure. The reason given for the impos- 
read according to MacHEILif, sas that tie company had pot 9c nery 
Siiijem: <f dsllars inte arabic that tia Costs of dcing business were se 
indefinite that ne accurate figure cr cost data could be furnisied. fe 
stated this ccnverestice was with a Er. WER Ha of the srabian american Ci: 
| .& stated that the company of%ered tc furmish the cil t- “he 

Lavy for a cries ef & 2 OS per barre: ex after much negotiation dve te the 
fact thet the the Eavy bad tc Lave wis oli, the offer of the arabian separicar. 
cil Company wae acceptec. ie stated be. was informed te 2 Certain BF 
n@ pad to sake the ccmtract as ¢ the Navy had to have the ofl. : 
tc be aprreved by the Unoersecretary cf the Savy and cot by Gertain BETTES 
cr MAcETILLE. 





é 








There are being VWatsaittiec herewith tc the Pures: tow ecides cf 
» B340-L1-10955, dated (uiy Gi, if45. To this cx.tract if at 
gonad yestification wetich is beim; set cut sererity a8 & pertinent fart 


is ‘/evine Orvicears Tht Sa oot Swans we thiass 3@F CLL ata oF 
er. Be. Be Saciaiiis, Fae. Seti oy ASIEN Porcssese STamcc.. 


"2. Sources (Comtractcr tas designated as suprlier br afi 


with deliveries to be screduie: umer Laru-i 2 tc France. * 





*j. Price: (a} There are nc current notations formally 


offeret 5: uthers Yet arabian crade cil at this time. Diecussions 
ware Lela with Br. J. SOK, ‘sssistast to the President of astatic 
pean and Br. CEIFFIT, Vice Preside-+ cf the Marine Serartee:t 
ef Mell St Sc. with ths vi np cf Geve.opaeg price information on 
Sritisk coxtrs arabian crude, stalewmt tas aace Gy at. Goakis 


that the British void bese the talus of ouch crede f.2-b. wesel 
iree/irss o: 2.5.951f sesimard : price for a comparetie quality — 

cats. Pron s quality sianireint, 35/2 a?.1. grevity Beet Tea 
seh exude fas. ¢.3._3¢ oe weiss srorcvizete 2 Pt eae. 



























ak: bestereoa Was hold vith Wordous cugcutives 


t the 


f 
paren t companies, The Texas Cospeny ard the Stunt uiviar! Of: Go. uf 


Ed 


wali robin in arder to cbhtsis fall inferzation eal te Mart This 
an ant i. 4 _— Lone of the fxersth ve. Seles wpart, 

tease Company, tir. J, 8. Zach, benager of tne. iepert 

tie Board of tarectaxs Of the iubretn Petrcl esa. Rae 


siders4 its original pricing of 
Lacrosse for DSS s aia iecuate “fust$ft ost 

cr's quotations to Favy, particularly since current | royalties 
ine bite of gratia are so itary approximateis #42 Fer 
2a as compared to the farner ¥0.2] per varrel applicable during 
iene ur in pe of tie uBC contract . in a pice it 


% must, 2 
a. C13" 
342 
Veiex + 


7 gt rcieun sie 
tc cemfire this 
S$ fcr tha jasctiine a 


. t& 
inclosirs {a} - cubrein Petro. eum's letter of 23 
25-06. sO te Fal, File 75lG4 Pages IETI-2-2-24- 


Ene lesare (B) ~ Eeirected peces free Fists ‘Mee 
Taek oF Lecomemiationt fir svisescn pasciiie ecn- 
— ith babrein dated $ Karci. i363, File 75182. 
“_88 KI]-~50-5i~52. Data pertaining tc crude cil 
lame Phi Cie kourt:. Peemeregh o: i fees SR5r-56. 





+ ka age ter: wane mrERe © 
:; ee os - 





“it will be acted im enclosure (B) that Pa¥ refused tc ac- 
cept behrein's crade valuation of $1.02 per barrel covered ty 

rs ee eee ee ee te reflect a 

cese price of 90.2% ner bet milerly refx a 

ee Rubts ci ude -salnai$e0. 6 



























betes the pir ta Ang “i 
setese ancther oat t fauben ' chatteemeeaet fron 90.005 to §0.0125 
per gallor equal te 90.315 per berrel on fieiehed A Octane avia- 
tion gagoline. In this connection, attention 4s directed to Ae 
Emcicsurs (Cj, pmartimlarly to the seecad colusn of figures coverirs Be... 
panrein's cost data of 4 FPabruary 1543 ard the trird colum headed : 
‘Paw ac proval’ {comract eventually wes written on ths ‘vasis of 
wi 375 per palion;. 


*” Poser ison cf the two colums of ficures shows tie tolicwine: 


(1) aii items cf sxrerse are identics! exce-t ‘ket a 
Petreleus = eri aie Cost’ amd ‘'Certingsrcies:. a 


{2} Pad reduces ty 9f.C1107 cents Habrien'd clzized A 
amount fer 'Xst Fetrcleum Leterials Cost’. “his ae 


refiects « tase price cf gf.o, barrel for crate 
t.%-8. lnmnman a5 compared with Sakirien's $2 045 - 
(@l.C2 at weil plus 90.025 pumpomr and loading ‘Z 





Magi. ya 
= ed lie \ 
fe 


ig 
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. ee 
io egg ek. 
ety. Tee 








*In Giscussimg te foregoing with contractor and Pail, : 
m@ither wi ill admit a clargs in their respective criginal preizes 
oc crode oi) valusticc and state thet the concessions made by sact 


a See erence = S price of $€.1275 for the gascline rare not ; 
trassaenie tc crude cil. 


Verbel arrrcwl was chteined from OFEN, 






ease antaleer Re Dic salads he a kee 
tet ety tel ta at . aK 7 
sien, tse at Paar 4 





























acccrding to the files of the Interior Derertaent, | 
PaRiHCRST entered on duty us chief cf the lew QUI Tt ise Section, Reference 
Division, Petroleum administrator for Wer, a Decesber 20, 164}, at salary 
of g6500 a vaar. Prior to the tins that he was cuployed ty the Petrie 
sGministratcs Ica war, PRREGRST was enpiicyed by the Stax sed O11 Dospany 
of Indiene frou 1927 to 1941. Pres, his resignation frum this :overnnent 
eaployeent, he returned to the Stamiard Cll Company of Indiana. Ho is 
presently residing at 6&6 Cranda: Averme, Chicago, Mlinsis. 










ii: tra sees froe the Departeent one Wal JaX™ fe eentione? es see 
tlover: by 2 (oversent apency with whos MacKEILLE easy buve discussed 21? 
;rices pricr tc tie consummation cf the ccrtract with the arabian American 
(i Company. The files of the Intertcr Department reflect owe FREZRRITO 
Make vel. Sas snployed aS @ pe encinal eset ehelysi at ao salary of @600 
ver srfue in tae oifice of the retroleuz admiriatratcr for bar free parnary 


On wee Ll 


iz 1943 tc Pebrucsy 25, 1946. Pron 1934 tc iSa2 saYNE was eaployed th 


aces UG Company ef Zalifermia anxi aie pa Lis resiensation from the Peir-ie- ge 
IS utaieteoce ¢ cr war oo February 22, 1¢45, Le returmet te his cid sosition 3 
~ith the Stemarc Cll Company cf California, 225 Bush Street, San Prancisce. a 


The Ms. FITZCERaLD mertiones in ths cenartaent's mer is probably 


~genticai Witc me LalRICR BROGES FITZGERALD whe wee accloyed in the Petrcleux 3 
siministratcr fer her's office irce kay 2, 1942, to Merch 45, 1945. Pree e 
a522 to 1935 FITZGERALD was enployed by the standart Oi] Company cf Hew cerse;. a 
vron his resigmeaticn in 1945 FI¥ ZGhkelD returned tc the Stantarc O12 Sousany 3 
.> Hew Jersey ac is reported to he ressanily regidics ami working at BMilings, 2 
ml. a edb s = 


hie —— Jeong be found in the partzent cf Imteria files . 
tzpacyment of a & Pak ri kmeRG or Er. we CEE. ait iota, af forts 
will De mee bo iF as aii jauentify these imlivicuais. 





Captaiz B. Ll. WOWHARD sia 
residing in EX) Pes:, Texas. gprs! . : | 
Company, §C7 maltigore Street, Kl Paso, Texas. Captain MOOMEARD stated liai 
Sery files failed to reflect ay informtion coocerning a statenent by Caytain A 
TIGR that the products imweiwed tz contract E5ax-11-10985 were ureestly pesied.. 





Cartain RCiisks furnishes to this office the following istiar ai- 
creseea to vaptair ESTE ©. WOOD from adeiral =. Db. SUSRR, whe is presemiiz 
residing at 2210 Mast ith Strest, ew Youk City, Mew York. 























. you mention betessn officials oS 


Ms} lr. cd. t. DGS came te seo during the summer of 1945 re 
(Gate not recaiind).. “His princtpel aission was te sock the Havy‘s 2 
: Ateining food and supplies for the maintenance cf | fe 
nis ccastrecticn forces in the ares cf tie Fersian cei. et have 
no recollection cf a; o pri ; cont 













08 price o> contractters:. {i do re- 
reat wales te tm Savy of addtional 
t is entirely possibis that i. DCE 





cutek tae ooh ? ihe compen 12 30 seii to the Eevy oi prices 
not geen that 7 e pads slewmiere. sowever the discussion cen- 
teres gh mwpoly pmrebles — and I rees3? ssc price 


discussion. It was decided thet the mavy could take so action 
suppiyins =terieis to the company sisi tat Er. Se would seek 
elsextere fer is 





(bj) Kr reccilection of te later meeting between company ae 
oificials It. melS ax syself 18 in ccopgets agreement with 
Sitescry to rou. I cs not recall specific prices criginally 
temiered - bit do 3 resteaber a atienyt tc tie in tc U.S. RIL a 
Sinn tris approac:. cid act peflset azy direct reletion tc srabier 
American coats of profite it was rejected ami ti.e compeay “agreed 








to firm prices. Hy recollection is thet these prices sere con- 
Siderstiy leer inan the 0.5.Guif prices. 


wim I talked to officials of the . ge 
poral american &. this occurred in Ube lete fall of 1646, 
: — oi mith tise em Mig a the me 8 












Oe = 
as and 
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qgest for information comesrinng 


“ue tc tLe accounting eeviacds in effect in the supyiz of re- 
yerse lersi jezge sit wwe figures cc the cost of British of] suprlied 
it ie Parais Self are somewhat confusing. In certain cases, Sux 


a3 


delivered at abacan wae inrcicet there at & certain Cefinite rice 
yer Garrei. in cther instances, {i arrears that fuel tag isgied 
under am invcice sich gave “Oy te quantity delivered. In trese 
tavier instances, t.e invoices tere sent to the sre International 
aid Officer in Sitieh egypt whe assigned estimeted prices cer unit 
Giiclity based on bis kmowledge of the surket sitistio. Be thus 
fire @ situctia: i i) Whieh ofl iiftes in the Persian Rif durin 
any ore ?¢nth tes cllied in the Persian Gulf at 3.25~.55 ver bs 
anc fr tie REFptia: cffice at abect g1.65. The fcliowine e Kk 
are cited as fai cf tzis sitratiaqn. 


an oa 
uly 1946 5.56 é 

arriz 1945 8S Re 3 
august i¢45 «85 4.66 


Prices in cclum « reported by Inspection listrict abadan, 


~! 
itis. pow + s 


~~ 


ces in lium 5 were estinatec by srea international sid 
cer, izitish Egypt, and were not supplied br issuine authority. 


y 


& 


*Troustics tist toe above Leforest! ci 


is estisiactcry for your 
purveses, I we . 





het on coteber 22, 1947, be wrote the fol- 
a of the Special Committee investigat tinge 
sa@iting forth examples cf the tillin; of ¢21 


re 
lease oj) supplied t tne Britisn from the 
Sates, ine ceapents below are scimitte:. 


Se ee gee eer ee eaperee I ete ee. 





WFO 46-3508 


Captain WOOUYsRD stated when this letter y=5 presented ito evi- 
dence it was misinterpreted to indicate that deliveries ty Great Britain 
to the United Siates Mevy of of] vere sada ai 53¢ a barrel under reverse iend 
lease. He was ’ therefare forced on October 31, 1947, to write an —, 
‘ letter ts the Ceexditee which Letter is as Paraenee 


a ee ed 147, I wabaitted a brief 
giatement regarding rerarse lend-lease of} supplied by the Pri ti sh 
from the Persian Golf ic the Onited States. I should tie tic 
weplify that statement st this tine. 





























Tha Kavy has no borafide duta as to = apount cf any pey- e 
nents sade by the United Kingdcs to the co “$reréer Gl Company 
for deliveries maie by that commen; to the “i mi account of s 
Reverse Lend-iease. These Reverss Lani-lease deliverias vere tilled 3 
in qaantttiés oniy with the prices subject tc later statements by . 
the Eritish Se: xmeent. 4 


"Fer accowrim purposes the Navy arrlicd estissted values 

anc in mary cases tris tas ccne lime subsequent to the date <f 

delivery. In fect, due to the absence of pricing d=t2 co Reverses 
ral items, the ewe fours! {2 necessary to assign Area Inter~ 4 
national aide Officars tc many foreign countries. The cbhject cf this 4 
Guty was tc expedite t:.¢ dewelopment of Reverse Lend-Leass caia 3 
and tc establist, we best reesible orices tc be applied thereto for 
reporting purposes. The crice deta supplied was in ne case actual 
mor cf{ficlal insofar as further osrotiations witn the itish were 
eencerned. The prices, however, sere used as a reportins basis 

oi Reverse lend-Lleate transactions. The Revarse Lend-Lease re- 

ports were made tc ins State Department where ccoposite statements 
of re varicus Lenc-lease and Keverse Lend-Lease transactions were 
dear isan for use et a izter date in negotiating a settlement of 










2 &S furnished by the ares Internstional Aide 
Ele: Bayt, for foal oil lifted at Bahrein and gbadan 
ard eet farts om entlcsure are qualified as tc their acccracy. Por 
the reasems set forth, it. is cbvicus thsi these prices cannct be 
supported br actierti cass cocuments confirming ame resusiis tc tas 
aigu¢ iranian 011 Ucmpeemy. 


"in conciusig,, it is desired tc iterate thet there is no in- 
formtic: svuilatis tc tie Eavy Departesns as ic the payaents ance 
by thw @risien tc ‘to tie Bey os eetes lanoine ye 
ty that company tc the Heyy as Reverse Lend-Lesse.” 























*ODTARD 
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103,207.34 
ped pel “FF 


Loe as 
- gw i ae 


UF 351 WF 


‘Prices used herein are estimated anc were uot supplies 
: tre issuing eethoritr. Estimate orices are tis 
prices acvised usec ty the a Finistry cf Fuel 


wee 


of ke singe aia cargoes | az 
UeSs & 3. & 20. OfT ice =? 


we 


aban at cz bot revies cf =i Bho aap ae gma mid on: z+ 
ee o~e Ste 


we eres 63.003, 


r= 
73,005, wold be 


lh ster comnrast ware citer for crads off ar 





Fined naiymmere san eae 


lag 


"1943 ~ a'PB approved construction of the 56,000 barrel refinery in 
the vicinity of Kas Tanura, Saudi arabia, to process arabian crude 
of1. & All Purpose Gasoline, Mavy Tiesel, and Savy Special Puei 
Mis vers tc be sumfactured. Imtire out cut would be purchased by 
the u. $. Navy for ite com and its allies! consuz 






"1963 te 1645 - with the first arrival cf Haval ¢ ' 

fie Hast in esrly 1043, stadies rerardine tom: 
ee eee All during 1944 md 1945, 2 
comprehensivs seriss of stigatios, both in the Viddle East ani 
in the Tmited States, was aaa out io ascertain the procucts 
specificetioms for the has Tamura project which would permit the use 
of these orcducts in the Pacific War Theatre. These inv. stigaticns 
involved the exchange of sany samples, usually by air, cver the 
iS, CO ailes that separated the two areas. Tie work was done at the 
insistence and the sponsorship of the Navy, to assure that the re- 
finery crot.cts cmiid be utilised. aii these investigations were 
concluded satisfactcrily. 


. oot ; 4 ‘ 
1°48 - actual field constriction was tommencad 


din Seedi arabia tr. 
jate i¢a,. ine 0. 5. MeV SQ0t a liaison c?ficer tc tie Fiddle 
scition wt tie inspection officers already present, tc 
g abian-samerican O11 Cc. as well as the Bahrein Feircla: 
Fetrcieun 2. and the ang lo-iranian Cil Co. in refinery constructi cy. 
and cprereticn probless. The sare by ietter cf i4 July i&5, re- 
giestec sexi-acntily mecgress reports in addition tc mmercus peri- 
cSic reverts cf arabian-asserican construction projects in Saudi 
arabia. Reports oy tie sureac ci Snipe savel offieer inspection. 
rersceme. on the spot were prepared and submitted. a review sf 


ts | 
‘ 


i.@s@ reports revea.s ttmt arabian-american did a comerncahie fst cf 
~~ ly 7 y . 4 WF, ¥ eae = oe —_— pan bs. ~~. 
crgtriction ant took (fcll> advantage <f the nish grtertts S.2ee ts 


of mater ais to the kiddies bast. 


- “ctoter 1945 - The first Ses Tamire refinery processing units 
i operations. 





*Geceaber 1945 - The first tanker deliveries of finisied products 
to the 7.5. Mavy were completed and shirments were made tc Sesters 
acilic areas. 


"Derime tre cariog of Bowemter 1944, to date, the cocptratice ez- 

ee ee to the U.S. Savy as weil 
te the british Navy and the aglo-iranian O11 Co, ia knoe. by 

pareceal cbanrvaticn, eae eee eee id mo time ware 


wo eee ere oe 
s oe Sgr ; * iz 
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WFO 46-1908 


Wo further info.mation is contained in the Havy Department files. 
wmiciticnal efforts will be made to obtain further irforsation fror the 
Reaccastruction Finances Serrmeration. 





Captain SCcoTag) stated there was no infarmation in the Kary De- 
perisant [lies concerning the terms cf agrecment between the angic-Irailan 
Oil Company Limited and Behrein O11 Coerany concerning war tice operations 
of refineries of the two companies. — 


Captain WORD staici that with reference tc the alleged re:re- 


Seuis.ions tw ofl company officials thet rcyalty payments have beer increased 
Veo wet per barrel and that the Seudi-arebia government was pressing fcr larger 


royaities, this was probably a sisinterpretation on the part cf scme indi- 
Tiduals. "however, there "as no information in the Navy Deparizent files 
concerning this sir cchpnibe aman Possibly scme inforwintion might be in the 
naGds ci tie Special Commitee *c Investicate Natiousl Defense. 





Captain wCODYaks stated thet { ‘80 far as he knew, there was > 
‘isacreenent between the Ling. of ait ernie cr any ol ‘ficiels cf that 
ot — Dense cil company representatives with reference tc increases i: 
“nh? TO¥alty payments. Ee siated that the Maw ‘Departzent files conta rec 
ce infes fas concern: aig diy disagreemer:+. 


nia 
Cal . 


a~“~3 tf cate, together with any review cf te a of Gaitea aa Sahreic 
fetrcl@cn unpery have bess ragested <f tre Inream. 

ai the meso frou tne Department it was requested that imvesticesicr 
ne race cl certain phases :¢ the letter written Jamary 26, 1646 , Jats 


Visit wi 2 i¢ ancther cogpeny official. It was requested in oairy should 
“liver We nature and extem: cf grablan aeerican Cil Company eortracts fer 
gi wits a view of deternmice to xhoe the letter referred as a source of 
schairassnent.. This sencramium reqestec alse the extent to which expenses 
ETS alicteted to 1946 rather than te cther ag the letter referred tc 
~3 apparentiy among the e2itits maintained in tz office cf the Srecial 
maki ties te Eghitebne ite Bational Defense. gt the presert tice this test7- 
sony is in tee process of being printed and the exhibits as yet have not 
seen made available. gpm rape ney torpedaaae aaa. affarts 
wi... De mane tc chtain a corr cf tia original latt 


bs & matter of in? crmation there is teing set oct herewith a lett 
t= d. ae “SEFAIT < tie tmwoy Exiracrdimary =. Binister Flenipctentiacy 
St eapsebeagr seg otisodiage: p- 1046, a a lstter to the Kinister of 
, 1%6, en ae an HES is also 


Sesti~aracis, dated February % 





Poa 


b7E 


















tat ee gee 
erat wbatge Med 
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ae bee te subait for ccnsideraticn of His Hictneas, King 
itm Saud, the folicwings 


1. You now receive user criginal contract with the 
Stemdaraé Gii Sompany of California a reyaliy based at four (43 
gold skiliimes rer ten, sich tccag amounts te rourhiy 22¢ 0 3. 
oo Surveney “der sarrel cf cil rrecuced. 


“2. You imve been advance: royalty paywents of aprroximnately 
‘sr siliion dcllars, which would ecver paymext in advance of scte 
So OO XS barrels cf of) in the grant. 


“i new wish tc propese the fcliowing fer your ccnsidsration: 


“l. Instead of taking payment co: ti casisa of 225 rer tairei 
fat yo. take the cil on this basis: #ithir-one year I will agree 


tc purchase the 1: irom you o: the basis of 44¢ per berr2] with a 
minimus of 20,000 barrels per day and a scaxismm of £0,°OC carreis 








peters + ce ay 


1 
4 





™ 


"For further considerat co: 7a 


a rea 2 ce ee cae Ga, 


“omer this plan it world be a joint cperstion, the royalty 


payments woulc cease or be very materially reduced, the export tax 
would contime. 


bale cad 


"it Would be casy to expand the prow Cie ae operation tc ¢ 
150.006 to 200,006 barrels ber day ai I figure that a norwal opera- 
+i0G would earn Leiwewn 75€ to 1.50 per barrel which om the basis 
of 100,00 barrels per day would equal $36,000,000 per ans; oz 
ee $72,000,000 ot @ profit te you of free 
SLB, ON OCS te 656,000,000 jor ammm; in addition you would recwive 

al 

WicGey voey are producing 65,000 barrels ver das aad your 
rorslty incose amounts to sts per ton on roughly 900C toes or 
o. per day, or roughly g1,800,00C, cr less than 10f <* shat 
rou sould receive. 


"Jt is ay desire to work out a scund honest Bhs Aelaies ca for 
vou and te make goney ria ater taas aii associates fcr financing ari 
operating W465 parinershi 4 


So Me Moitett 


"7.5. Muturally it is uerstood, if cil was perebeces operty 
plea ihe els te 25 thet « 6 refinery aud storegs tans 


mels Se constructed. 
é- &. E.* 















































“Please accert ay thanks fcr the courtesy wiic. you extended 
tc @e iast Saturday in granting ae the crosstunity 
prcposition. : 





“i. The ite: of Bock Value included tie Bahrein properties, 
so the investeent ic arabia is iess than the Timre state? ext eccl: 
Sasily be ascertained from the books of this company. 

2. {[t is a davire tc offer tc te Gheixh cf behrein a sinilar 
weopesition cn the basis of ex-aprremiation but this is inpossibie 
aS b@ has no direct repretsrtstive iere ateh ail ceals would have te , 

se sade through te tritish ani they would newsr permit liberal 
siieg of Ce ee ee ee Therefore, you x2r 


wis’ te cenvey this infers.ticn in his 


"5. The Standard cf Gailfernia end the Texas Company Lave 
recentiy ciscovered « large cil Meld fn Stamstra fn the inich Tagt 
-wties. snereicre it will Le necessary fax them te bold back the 
wosucticgn St afatia, suict in igre wii? ists ine revemie of the 


_ 





"4. Ths ipitia. are cow trying to apvamge a treaty with the 
wil mem in the Dxited States tc linit the amcent of cil to be 
pwoduesd, amd this inclodes arekia. This wonlt be aguinst the 
stares Ga tie united Sistes cf america and Semdi Arabia. I mm 


"Ic couclusion, may I Z oat tant mater A proynssl. the sobs tn 
tapest gtit te iz the Cpitaiion of aravis, * 
sctlak sad qutiame veumes forthe 


ly taving ommership i properties tn 
Sick an cubist As Renee, iS, 1 





















for me tn say that chowld op offer become 
. parties avery senner of rresaure would bs 

ouch « Geri, sven to the extent cf attenrt ing 
“which can not be done. | 












Tances onde ts the Bias ean rg sia off by bile and nece3sary fords 
te be aude available as qnickly at possible. 





sith ey highest estees and <indest regards, I remain 


Weare respectfully, 


ide 
ote 


c. de Moffatt 






Gg ens. 
#7= Bhat = rel —— between the ett 














KS. WEMRCT, Chairsan of the Board, fabeein Petroleen Compery 
Lietted ant OxEifornia Texas O11 Geepeny Etnited, wew Tost Sity 
PED 4. ——- Vice President, aablan dearican 0% Gempany, 





SET ESLEG Canis orn 
B,C. 2eMax, Sales Manager, 4vabien smrricuns O11] Compary, 4 
Sas Tork City | | : 
. ee ee eee ee ee 
rewrejeua © '» 400 Mest Second Sires, 


| A. &. MeciRTIL, 316 fet 
: Stii OL Company 





Two photcstatic copies cf the fcliowing: 





Arabbien Cf! report crepared tr Commander Gadi 3. DRESCRE. é 
WBports Eos. 3522, 35228, 35225, 26230 of the 5.5. avy iler 4 
ancl Torbine Laboratory, PM iladei shia. 4 
eaport Rc. cewal of the © .§. a TF Biter er eer, t may Lateratiy, 3 
i. Lakeei Tia. 4 
7aimar icagine rerorts cf Sairein Isiand, Fergzian Glf. 4 
Comtract Ec. B5eaad-i a AGE5. 
Map showire price ccaysrisae cf petrelewm prodscts. : 
Gust showine crude ofl frectuction <f gration meerican Cil Goopery. ? 
hart cof woric market crude prices. i | 


beer 






SIE nag germ going slash gore pl gr a 
iis complete details of acy contacts gads by him with Commander MecKHTI5 
concerning arabian ol] prices. These ecatacts sare amie sometimes pricr tc 
duly 1545. it is tc be noted that PITEGRsLD is reported tc heve resigns 
iv, Marc: 1945 fren the office of the Petrolens Adwinistrater fer fur. 


fete 


= elle tee 


wee ae a 
“tf 2 ta FALE 





crentos avenue, sic ras smxloved in ths offices a ee Saas ek dae 


tor {or iar from vecember $43 tc august 1945 and ascertain from hie rhet rert 


be Cock in aty seguilations between the arabian american 01) Company ai 2 
Gn ited states Rewy or toe Seliformia Texas Oil Company am the United Siates 
Navy reserdin: the rurchase of oll. is should particularly be qiedticned 
rercardins are , diamest on 2 say have Lad with Comeander EacERII LE regard! s+ 
ayahian ofl prices fcust oricr to July $, 1645. 


Tre Sh Past UITlScchs 
Set 5550, tees Wiil interview 4, ¥, ROTTER, at tis ong 


2T . 
Company, C7 daltiecre Sireet. MacKRIIIE testifi od thet K’TTEP as tgs ang 
a oe Rey Bae eee kc cae a ee wesx-1h- 2 






















Lid. | and te Diktein OLl Colguy seontler ot] tine 
olanee oor of the nrefinerting of the txo organizations. Jt has been allered 
that a abpeecis cf the agreesent is tidtifprices quoted by Bibrein should 
cause Angic-iranian tc suffer a lose om that cargo, behreic. would make up 
that loss. 





Sas. interview a. a lmckHILiz, 315 Bast 68th Street, Kew York City, 
new with the Shell (11 GConrmery and formerly officer in charge of the perchasa 
section, fiel amt intricants, Bureau ci Supplies and accounts, 0.5. Kary, q 
concerning his part in the negotiations for the crigira? contract vith the 4 
afatian american Mi conpany, and citain frce hin full details cencarning 
Said aed apn. both with the arabian Americsn Of) Comper; on tisir first 
een A ana any — contracts. Will alse interview iim rerpardine the 
. eats cf necct oe in which he might have taken pert with the fel! fornia 
-ezas Of] Company for cil fer the Bavy. WALD also ascertain the exact statcs 
cf nds aptrerity ic the Heey for negotiating for cil, beth as to fixine 
orices asd aothori ty to purct.ase, 


« 


"Se Sek Pegs CY ri rea Luss 


at San Prancissc S eiforais will cbtein fro mekL © Dunas 2 





as tc the cost cf eereny ys of ali rreducts gcld te the Lavy ope the _oohe 
tracts get forth in this rerert. This should be broken dcem irtc eta 

o iter that a camperetive cost schedule aight te set ne. WL alec escer- 
aain IYom ChGFEITS -.¢ detaiis cf renepctiation of amy contracts tele ketesg:: 


ti¢ aF@bian seericar Cil Company and the U. S. Mavyr. i 


Will interview FEEDBEICE Esra rommaarapiiir Saployed oy the Nandard 
Cil Company cf California at 225 Bash Street ant ascertain pl hi@ any dis- 
cussion ne sight heave had with Comaaier MacERILLE or any other Kavy official 
rezarding ysis Cli prices prior te the comsesmaticon cf the original on. 
tract with the aratian american O11] Sopremy cn July $, 1945. 


TE SaSkie TNs FELD DTVISTOW: 





gt Mchingtoc, D. ¢, will cbtain photostatic copies cf the 14 
contracts between the Unites States avy and the Californie Texas Gil Company 
acc the arabian dmericen O11 Company froz ths ve 5. Bavy 









wo 46-1906 

Psa from the 0.3. Mevy vepertwdiss Guin the tanker Ioading reports 
for ofi shipped frce Ras Tanora ami furmish phntwetatic copies of same to 
the ae 


Wili ascertaiz from the files of the State Departaest ths exricr- 

ee tas of Mai W. THRZSURC at will alse aseertein the extent in which 

ne participsted as @ overmmec: official in securing contracts for the sale 
cf arabian cil products tc the U. 3. Bevy. 


Mili irom tie State Serarteent endeavor to aerartaiz: if there is 
SVaiiabie a copy cf the mc Line acremment cf 1920 contracted by share boléers 


cf the Iraq Petroleum Cospany, together with wy eupclemsmt theretc. 


Will endeaver tc identify Mr. Tats, Mr. RINKEART ard Me. MCVICHER 
whe Were reporediy stpicyed by the Fetroigum administrator for War, War 
Producticn Board, and Jncersecretary of the Bevy. Will after tiey are 
identified, ascerta.n ke extent ti c Shick Wr. BackHILis discussed Sandi- 
arabias: 512 pricr to cortract 5ex-LE-1088s. 


at toe Reconstruction Finance Corjcoraticn will ascertain the sature 
and extert co whe reregitiaticn oF the Price sdtustament Board anc ti FIC cf 
ccatracts sacs by tie aratian daar (Can Cil Company for sale cf petrcieun cre 
Sucts in i925. 


rn. See Tiss cf « letter written eatuary 2, 1946 , by 
veabeS TESST 2 tc anctner ermpany official regarding expenses fcr 1646 and 
the aliocatica od ali poasitie crarges to that year. Inquiries siocid ie 
sade cowering We neture ax extect cf the arabian americar Cil Company con- 
tracts for 16.6 in crcer tc igtermine tc whom the latter referred ic in ize 
rerape “tie compar; migtt be eciarrassed with people with erce it sad contracts 
SiUL5 its nat le excessively nirn.® 


ei ane] pe racer cron the 


Bareau, (Fepare 40. aa. F3i3 ci sans. 


. ri ae a ae oe 
Platheg, Bye sree et fe 
: Sy nee eta! tae 
ame 4 . w+ 7 ae 7 
F Cet ty te Cae Ut ae! 4%. wae 
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lwtober 25, 1547 
: | igting Jesistast .tiorasy enereald 
a? as aay Direster, £3! 
| Ly caliteedn toume A Corpora tion aes 


ear Frauds Claim - Civil Suit 


aaterence is unie te your semoremdun of Jctober 1}, 1: 


7, cmcerning 
eight specifie items of investigation regarding the sbhove-nawed campenics which 
you desire esueted by Udia reas 


Tour attention is i=viied to « cristaal ‘rand Agsinst the Jovermunt 
vUSSe Gatitass “irebian american i) Com: 


mn; Califormie arabien itemdiard 211 
Compenty,* dastion file 146-M-15. Ts snouid be nrted that although tae eriainsi 
investigation has seam completed, « fins] decizia; sas not oOeem given to tbe 
Sureen by the criminai 2 vision. 


* 


me os 


~ weetatai it to be « “wepartaemts] policy that civil inves- 
Cigetions sre aot to be comiueted untll ite cumpistian of the rimimal 5tase of 
the tagiiry, © muld weicom yur atvice as t© spetwr the investigiion reaesiod 


ia your etober 13, 1947 mecremtus should ce seferred until a decision i3 reached 
ty we Criginns -ivisiaon, 


1 mm divecting cus scopy of wnis memorandum Wo Assistant 
stiaraey ‘Saersl %. vincent -cign. 
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: » 

SAC, few York ume 5, LAB 
WETS TAT aA CRT OTB POF 
PRIONLSR OF SAUDI ARAECA% 
deplgedagne Pa 

is wan FR US CLADE @ ,eryty Ty 

“hy 

& | 

ce Re New York swersnte ated 520-43, and eneloceres. 


Attached for sar office is a copy of a mamerambm aied %74!, 
from fir. Koweli i. Clasp, ‘oting ‘seistant Ateerasy VeharGl, rejmertinc chat 
comsast be nade With counsel for either the alaintiff or defendant iz une tao 
gcite pending in the Southam Dirtrist of Kew York for the surees of borroxing 
&@ copy sf the tremsorined testimumy. 





the aoe Tork offiee mincitted = clinging ‘ram the Hey 71, 1whs, adities 
ei tne sep Yors Sost am: Home Sem disaiowing that dames i, We'fott had 
released « letter to tie itterne; Saneral demanding promemstion s° ¢fticiais of 
te ivebies imoricas Sii Geman. The Clatus attorney hendlinm: this zetter 
ia a! tte belief that Sr. Ketfett, wa is the aleintiff im the tae Sew or’ 
vite, WO) be scoperstive with Ge Severtest. ‘Tae Sow York offlios is, toare- 
flere, requested to contact Ur. Willian Romer elemer, seunsel for +, soll sty 
ss Bt affert t= Sars Ge iremurse of tartinany. fis icad shcils te 
covered wromtiy. 


oc; ‘matinrten “lald, vith st*sament 
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Direcver, FBI 
sac, Sew York 
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WAR FEATS CLAY ~ CIVIL Sti? 
Beress fils 46-173726 


Rebulet 6/5/43. 


There ‘s encicesed herewith ts the Buress transcripts cf testimay taken 
in civil xction 36-7 pendicg in the Southern District of New York. 


Teese trenscrints were borrowed by SA William 4. Bels’n ‘ron WILLIA¥ 
MER ERIGREY, @ Best 40th Strest, Rew York Cicy, counsel for te slaictiff, 
AKEéS A. MFFET, and are mmtec 22 fclicre: 
came LE, 19% 
vone 19, 19 





STATES MAVY CONTRACTS FUR PURCHASE 


“to SA Tine 


mame 2. 19547 
core 23, 154" 
oume 24, 1594" 
owe 25, 1947 


ee 


ome 2, 194 
oem 3, 194" 
eaty 1, 194° 


¥ 


seteber 15, 194” 


eceper 1”, 


194" 


Sovember if, 194° 
Bovember 12, 194° 
Sowaber 13. 194° 


mifwasy 2, 


2OZ6 


1948 (Comtinued the seme dey} 


1S 
1HhE 
1948 


DATs: Jape 12, 1948 



























i548 (Continued the seme day) 








Letter to Director 
WY 46-2016 


Sk, MALUREY stated that he desired tc extend bis Mllest evoperst’ on te 
the Gowerreent in the instant mtter end edrissd that his Mle will be c 
for review at any tiae by this Burcas. 


3 


"e steted that he constantly refers to the enclceed transcripts is 
comectic: with is preparation cof Civil action W-""O and recursted that they 
be returned *c Rim net later thar Jeme 2, 1948. Accardirgly ‘t is suggested 
that the Derartaent be requested to ccnplete its review uf the transcrirts 
cf testizory sn? retern thes tc Sew York in eufficiert tise tc pereit the‘r 
retro ta WO WIOWEY mn ¢ Teter the- Jere 28, 1628, 


tnes. 2t ( vilames cf testimony taker in “ivil Action #77 sreT! 


fC Weshingtan Fie sc 








Sip Hew Terk may DL, IE 
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sunt ASEAN CY¥IL SCIT 


Reference is nade te ay letter 4sted June 20, 1948. 


Attached herets is 6 self-empienstoery mescorandan fron fevel) 
A, Clapp, Acting Assistant Attermsy Seneral, dated July 13, 1948, wherein he 
reqeste extrects be secured from tix ertarued to weer <fM%\cz 
Registered, Air Xaii on June 2, 1948, Ae indicated in this meacranden a 
effort is being made to redmee the expense of seeurtns the secessary 
trensaripts sy selecting saterial te extract therefrom. It i¢ scgzestad that 
yw aseertein from the official reperter servies in the Southern A strict of 
ee ee ee 
» } Surcen immediately. Thies infermatian wiii 
erdering the preparstion of the ertracted 
from iy. soreness yeu will be sivised if 
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Aseiata:t tttermiey seneral >. alan boriacn hcg BY Sy 1964 


Refererce is azzce to your letter cated July 13, 1944, witr reer 
ning pace gh cath pee th ga ig tiere = st 
teires axtvacta from such transesri pte on forrished you in eomection with 
{ria axtter. You rececitcd advise as to the “aes of securing the neces- 
sary izvarw@eriptse of tee extracts set forth in the afsre—seni.omed comoni- 
w@ti cn. 


mm daly 2, it, cur Mew York [Office acrised that mise Leisowits, 
af ths Sours pega ' Offlees ing the Seutsern District of Mew York, ad— 

[ant the extracts from the testimcay in Civili action 39-759 sa set 
out it Deparhaentel semnrastaa of dii~ 12, ific, smoamiec to 3129 jeges and 
Scuic cf shtali ned st a ost of tuanty-five cante oar yAce® cT & total enet 
af £22.25. if you des re aid extrecta, ur. Semel i. ADrem, Derertaciial 
Aticrmmr, inticetec trrenjemerte woult be sade cy tre © ert to .erile 
‘0 qxne di ture. 
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Officé Memorandum ° UNITED STATES GOVERNMENT 


Director, "BI BATE: 


Oo : 


cs, i ya LS 


F. 
w 
wat 


SAC, Mew York 





© 
UIT SM.7BS KAVY CONTA 
EMR OF SATIDT AL 





az — re ae SUIT 
(Bureau Pile 46-13226, 


Oa 7/28/48 Miss LEIBOWITZ of the Court Aeporvers' Offices for 
tre SDRY ae tmt the extracts from the testimony in Civil Action 25-773 
as eet cut in Lepartesntal memoraadum of 7/15/48 which wae enclosed with 
reference Bureau letter amounted to 329 pages and couid de obtained at a 
sost of $.2& per page or a totei cost of $£2.25. 














Ter S46, Bow Yor® DATE: G2 -tember 9%, 1948 
AIR SAIL SPRCIAL DELIVERY 





Remlet 7-235 an urlet 7-26-.5, 


Semel ZX, itirams, Depertaental attorney, remested that 
Mige Lelbowits af the Gourt Reporters! office for the Southern 
Pietriet of New York be furnisied with a copy sf the ssenrencee 
from Meal A, Clap, Acting AA, cuted 7-15-15, A copy of this 
meporextm was attached to referenced letter cf 7-22-45. 







Mr, digas eteted bs bas Teewived siteorization te purchase 
the transcript cf 329 pages at the rate af 254 per pecs and intended te 
seoets AF With Mas Ie‘ bewlts. However, be felt it would 
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andum + ONITED STATES GOVERNMENT 













DATE September 30, 1948- 


bie) : Mirector, FHI 





tik AVIA Cas CLAIM - CIVIL Mit | 
(Buresn File 46-13325) : 


Pe ate od 


nebulet September <i, 1916. 


Qn Septesbar 28, 1948 Mise LET 30NI TZ was contacted and the wishes 
of the Department made know tc her in accordance with instructions set 
forti im reference latter. At We same time she was furnished with a 
motestatic cxpy of the aencrancum from N2WELL A. CLAPP, acting Assistant 
attorney Gmeral, dated éaiy 15, 1¥.c. 
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UNSUB 9/ AKA 
Z 
DBA ARAMC 
HOUSTON, TEXAS; FBW3 00: HOUSTON (196B-952) 
unsuBs Axal 
DBA MONEX INTERNATIONAL 
NEWPORT BEACH, CALIFORNIA$ FBW3; 00: LOS ANGELES(1I96B-1889) NG 
RE LOS ANGELES AIRTEL TO HOUSTON Df gyeerer ~ 
V57__DE-108 2604) [|] ~ 
ON HOUSTON FILE I96B-898, 7 Petr ZT TE G0 — To LO | 
ANGELES DATED 9/3/81 ON HOUSTON FILE 1968-952, Oy 5 se ae 
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PAGE TWOCLA 196B-1889) UNCLAS 

FOLLOWING IS BEING PROVIDED TO THE BUREAU, ! 
ATLANTA, AND JACKSONVILLE FOR INFORMATION. 

AS BACKGROUND FOR OFFICES NOT PREVIOUSLY 
ADVISED OF CAPTIONED MATTERS SERVERAL ATTEMPTS HAVE 
BEEN MADE BY UNSUB TO EFFECT WIRE TRANSFERS OF LARGE 
SUMS OF MONEY BETWEEN BANKS IN THE HOUSTON, TEXAS 
AREA AND THE LOS ANGELES AREA, INVESTIGATION TO DATE RE 
EARLIER ATTEMPTS HAS NOT IDENTIFIED UNSUB. KNOWN 
FRAUDULENT WIRE TRANSFERS HAVE BEEN DISCOVERED BY THE 
BANKS AND STOPPED BEFORE LOSSES HAVE OCCURRED. IN 
TWO INSTANCES, INCLUDING THE MOSY RECENT, UNSUBS ACTIVITIES 
HAVE INVOLVED ATTEMPTS TO CONDUCT ACTIVITY ON THE ACCOUNT 
OF MONEX INTERNATIONAL, NEWPORT BEACH, CALIFORNIA, A 
PRECIOUS METALS AND MONETARY EXCHANGE, WITH ACCOUNTS AT 
FARMERS AND MERCHANTS BANK, LONG BEACH, CALIFORNIA. 
| IN THE EARLIER ATTEMPT, UNSUB USED THE WANE 


b6 
orf LEGITIMATE EMPLOYEE OF MONEX, WHO IS b7C 


AUTHORIZED TO MAKE WIRE TRANSFERS, AND UNSUB SHOWED 
KNOWLEDGE OF PROCEDURES AND PERSONALITIES AT MONEX AND 
THE BANK, WHO ARE ROUTINELY INVOLVED IN WIRE TRANSFERS. 
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PAGE THREE (LAI96B-1889) UNCLAS 
IN THE MOST RECENT ATTEMPT, UNSUB USED THE NAME OF 
AN INDIVIDUAL AT ARAMCO, HOUSTON, TEXAS, WHO WAS 
AUTHORIZED TO MAKE WIRE TRANSFERS. AGAIN, UNSUB 
SHOWED KNOWLEDGE OF ARMACO AND BAK WIRE TRANSFER 
PROCEDURED. 

IT IS NOTED THAT ARMACO IS AUTHORIZED TO 
MAKE WIRE TRANSFERS IN AMOUNTS OF $100 MILLION DOLLARS, 
AND MONEX IS ONE OF THE NATIONS LEADING EXCHANGES, 
TRANSFERRING MILLIONS OF DOLLARS DAILY THROUGHOUT THE 
WORLD. EXPOSURE TO LOSS IN THIS MATTER IS THEREFORE 
VERT GREAT. 

-UNsuB' S MOST CURRENT ACTIVITY HAS DEVELOPED 
SUBSTANTIAL LEADS, FOR THE PAST SEVERAL MONTHS, FIRST 
CITY NATIONAL BANK, HOUSTON HAS BEEN RECEIVING CALLS 
FROM AN INDIVIDUAL IDENTIFING HIMSELF ssl 
AN OFFICIAL OF ARAMCO, WHO IS AUTHORIZED TO MAKE 
WIRE TRANSFERS THROUGH THE BANK, WHERE ARAMCO HAS 
VERY LARGE AND ACTIVE ACCOUNTS, ALL CALLS TO WIRE 

‘ROOM ARE ROUTINELY TAPED, AND INVESTIGATION HAS DETER- 
MINED THAT THE CALLER Is wot| | CERTAIN coN- 
VERSATION AND QUESTIONS OF THE CALLER HAD ALERTED THE 
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PAGE FOUR (LA 196B-1889) UNCLAS 
BANK TO THE POSSIBLE FRAUD, AND THE CALLERS CONTACTS 
WERE BEING CLOSELY MONITORIED BY THE BANK, ARAMOD, 
AND FBI HOUSTON, 
ON 9/3/81 THE CALLER MADE A WIRE TRANSFER 
ORDER FOR $489,524 TO BE TRANSFERRED TO THE ACCOUNT 
OF MONEX INTERNATONAL, ACCOUNT NUNBER| = AT = 


FARMERS AND MERCHANTS BANK, LONG BEACH, CALIFORNIA, 


FOR MONEX customer; = "REFERENCE 


NUMBER THE TRANSFER WAS MADE TO THE 
ATTENTION 0 WHO IS ms 
| an CHARGE OF THE WIRE TRANSFER ROOM AT ° 
FARMERS AND MERCHANTS BANK, THE CALLER WAS ASSURED 

BY BANK OFFICIALS THAT THE WIRE TRANSFER WOULD BE | 
MADE AND OFFICIALS AT FARMERS AND MERCHANTS BANK WERE 
ALERTED FOR ANY INQUIRIES REGARDING THE RECEIPT OF 

THE WIRE. NO TRANSFER WAS IN FACT MADE. 

ON 9/4/81, BOTH THE HOUSTON BANK AND THE 
LONG BEACH BANK RECEIVED CALLS FROM AN INDIVIDUAL 


WHO IDENTIFIED HIMSELF as[__ | "BIC 


| | mae ANXIOUS INQUIRIES REGARDING 
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PAGE FIVE (LA 196B-1889) UNCLAS 

THE TRANSFER AND THE BANKS MADE EXCUSES FOR THE DELAYS, 

BUT ASSURRED HIM THAT THE TRANSFER WOULD BE MADE, 

BY CLOSE OF BUSINESS | |uas UNAWARE OF FBI INTEREST 
_AND WAS INFORMED THAT THE WIRE TRANSFER WAS STILL DELAYED. 
| | went zonep IN HIS CONTACTS WITH THE BANK TTAT 

THE WIRE COULD HAVE BEEN SENT uneR; 
| or THE BUSINESS NAME SHELLIE CONSRUCTION, 

IT WAS ALSO WENTIONED THAT TWO WIRE TRANSFERS IN 

IDENTICAL AMOUNTS WERE EXPECTED room| oF 

SHELLIE CONSTRUCTION. 

THE CORPORATE ATTORNEY FOR MONEX WAS CONTACTED 

THE SAME DATE AND ADVISED OF THE INVESTIGATION, WITHOUT 
| —__s|KNOWLEDGE, HE OBTAINED THE FOLLOWING INFORMATION 

REGARDING MONEX DEALINGS WITH SHELLIE CONSTRUCTION AND 
| sdtWo SEPERATE ACCOUNTS APPEARED TO 

HAVE BEEN OPENED IN LATE JULY 1981, BOTH UNDER THE NAME 

“SHELLIE CONSTRUCTION COMPANY, BUT WITH TWO DIFFERENT 

ADDRESSES: 209 EAST 56TH STREET, NEW YORK, NEW YORK, 

CALL BACK NUMBER (212)725-7208; AND 1265 ATLANTIC 

P.0. BOX 326, NEW YORK, NEW YORK, CALL BACK NUMBER 
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PAGE SIX (LA 196B-1889) UNCLAS 

_ €212)948-9984. THE nave{ APPEARED 

ON THE ACCOUNT RECORD FOR THE ATLANTIC ADDRESS. BUT 

A NOTE REGARDING DELIVERY INSTRUCTIONS INDICATED THAT 
AN ANTICIPATED DELIVERY OF KRUGARRANDS AND MAPLE LEAFS 
WAS TO GO TO THE 56TH STREET ADDRESS, NO FURTHER 
IDENTIFING INFORMATION WAS IN THE AVAILABLE RECORDS, 
EXCEPT THAT | twas MARRIED AND THAT THE BUSINESS 
WAS CONSTRUCTION, ONE BANK REFERENCE WAS GIVEN AT 

CITY BANK, NEW YORK, WITH NO ACCOUNT NUMBER OR BANK 
ADDRESS GIVEN, THE ACCOUNT APPEARED TO HAVE BEEN 
OPENED BY TELEPHONE INQUIRY FROM THE CUSTOMER, AND 
INFORMATION WAS MAILED FROM MONEX TO NEW YORK. THERE 
WAS NO ACTIVITY ON THE ACCOUNT, AND THE ABOVE WIRE 
TRANSFER WOULD HAVE BEEN THE FIRST TRANSACTION, MONEX 
ADVISED THAT HAD THE WIRE TRANSFER BEEN ACCOMPLISHED, 
.MONEX COULD HAVE SENT THE ORDERED COMMODITY VIA 

BRINKS TO THE NEW YORK ADDRESS FOR DELIVERY BY LATE 
THE FOLLOWING WEEK, MONEX ADVISED THAT THE ORIGINAL 


ACCOUNTS APPEAR TO HAVE BEEN OPENED BY BROKER 


AND THat| | APPEARS TO BE ACTING 


ON HER BEHALF IN HER ABSENCE, THE REASON ro] 
ABSENCE WAS NOT KNOWN, 
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PAGE SEVEN (LA 196B-1889)UNCLAS 
HOUSTON DEVELOPED INFORMATION ON 9/4/81, 
THAT AN INDIVIDUAL HAD CONTACTED ANOTHER HOUSTON BANK AND 
MADE INQUIRIES REGARDING ARMACO’S ACCOUNTS AND WIRE 
TRANSFER PROCEDURES, THE CALLER LEFT A CALL BACK NUMBER 
WHICH HOUSTON HAS DETERMINED IS FOR THE COMPUTER SERVICE 
CENTER OF THE HOUSTON NATIONAL BANK, 
HOUSTON WILLBE CONDUCTING AGRESSIVE INVESTI- 
GATION REGARDING THE COMPUTER CENTER LEAD ON 9/8/81. 
LOS ANGELES WILL BE INTERVIEWING THE BROKERS AT MONEX 
THE SAME DATE. a 
NEW YORK AT NEW YORK CITY, IS REQUESTED TO 
EXPEDITIOUSLY IDENTIFY THE INDIVIDUALS AT THE ABOVE 
ADRESSES AND TELEPHONE NUMBERS FOR SHELLIE CONSTRUCTION . 
AND | CONDUCT INTERVIEWS OF APPROPRIATE =. 
INDIVIDUALS AND DEVELOPE BACIGROUND ON THE BUSINESSES 
INVOLVED. IT IS NOTED THAT HOUSTON AND LOS ANGELES 
BELIEVE THAT DIRECT AND EARLY CONTACTS SHOULD BE MADE 
IN ALL DIVISIONS IN VIEW OF THE POTENTIAL FOR HIGH 
LOSSES ON TRANSACTIONS THAT HAVE NOT BEEN DISCOVERED. 
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